HEALTH SERVICES AND DEVELOPMENT AGENCY MEETING

NAME OF PROJECT:

PROJECT NUMBER:

ADDRESS:

LEGAL OWNER:

OPERATING ENTITY:

CONTACT PERSON:

DATE FILED:

PROJECT COST:

FINANCING:

REASON FOR FILING:

DESCRIPTION:

SBH-Kingsport, LLC is seeking approval for the establishment of a new 72 bed
free standing mental health hospital and initiation of inpatient psychiatric and
substance abuse services. The proposed mental health hospital will consist of 28
inpatient beds for psychiatric care for children ages 5-17, 18 inpatient beds for
adult psychiatric care for adults ages 18-64, 16 inpatient beds for geropsychiatric
care for ages 55+, and 10 adult chemical dependency beds. The proposed project
will accept voluntary and/or involuntary admissions. If approved, the applicant

APRIL 23, 2014
APPLICATION SUMMARY

SBH-Kingsport, LLC
CN1312-050
Unaddressed property at the end of Executive Park
Blvd.
Kingsport (Sullivan County), TN 37660
SBH-Kingsport, LLC
8295 Tournament Drive, Suite 201
Memphis (Shelby County), TN 38125
N/A

Mike Garone
(901-969-3100)

December 13, 2013
$11,717,915.00

Cash Reserves, Revolving Credit, Net Cash Flows

Establishment of a new 72 bed free-standing mental
health hospital and initiation of inpatient psychiatric

services

plans to initiate services in November 2015.

SBH-Kingsport, LLC
CN1312-050
April 23, 2014
PAGE1



2

SERVICE SPECIFIC CRITERIA AND STANDARD REVIEW:

Psychiatric Inpatient Services
A.  Need

1. The population-based estimate of the total need for psychiatric
inpatient services is 30 beds per 100,000 general population (using
population estimates prepared by the Department of Health and
applying the data in Joint Annual Reports).

Using the population estimates prepared by the Department of Health,
the Guidelines for Growth Bed Need Formula calculate the following

total bed need for inpatient psychiatric services:

TN counties (Hawkins, Sullivan)

2014 Population:

Total 216,484 X 30 beds/100,000 = 64.9 Beds
2018 Population:

Total 219,300 X 30 beds/100,000 = 65.8 Beds

2. For adult programs, the age group of 18 years and older should be used
in calculating the estimated total number of beds needed.

2014 Population:
Age 18+ 175,764 X 30 beds/100,000 = 52.7 Beds
Age 65+ 44,484 X 30 beds/100,000 13.3 Beds

2018 Population:
Age 18+ 184,934 X 30 beds/100,000 = 55.5 Beds
Age 65+ 50,355 X 30 beds/100,000 = 15.1 Beds

3. For child inpatient under age 13, and if adolescent program the age
group of 13-17 should be used.

2018 Population:
Age 0-17 34,366 X 30beds/100,000 = 10.3Beds
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4. These estimates for total need should be adjusted by the existent staffed
beds operating in the arga as counted by the Department of Health in

the Joint Annual Report.
Population Need Current | Net
Service Area (2018) Pop. (30 beds/100,000) Beds Need
Hawkins and Sullivan 215,300 65.8 12 53.8
County (TN) .
Wise Scott, Lee (Va.) 89,174 27 o | 27
Total Proposed 308,474 92.8 12 80.8

Service Area

e

.\.. ..'. ;-- s

S o S0 VLT

209,964 100 Surplus

Contiguous
Washington, Greene 37
Total 518,438 155.80 112 43.80

It would appear the application meets this criterion, when considering
only the applicant’s declared service area. When including contiguous
Washington and Greene Counties, there is a net need of 43.8 beds.

Service Area

1. The geographic service area should be reasonable and based on an
optimal balance between population density and service proximity or
the Community Service Agency.

The geographic area includes Hawkins and Sullivan counties located in
Tennessee. The proposed project will be located in Kingsport (Sullivan
County). The applicant has also included the contiguous counties of Wise,
Scott and Lee in Virginia.

It would appear the application meets this criterion.

2. The relationship of the socio-demographics of the service area, and the
projected population to receive services, should be considered. The
proposal’s sensitivity to and responsiveness to the special needs of the
service area should be considered including accessibility to consumers,
particularly women, racial and ethnic minorities, low income groups,
and those needing services involuntarily.

The applicant states there is a need for chemical dependency services for
low-income age groups and individuals. In addition, involuntary
psychiatric inpatient admissions will be accepted.
SBH-Kingsport, LLC
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It would appear the application meets this criterion.
Relationship to Existing Applicable Plans

1. The proposal’s relationship to policy as formulated in state, city,
county, and/or regional plans and other documents should be a
significant consideration.

There are mno identified state, city, county or regional planning
documents provided by the Tennessee Department of Mental Health and
Substance Abuse Services.

This criterion does not apply to this application.

2. The proposal’s relationship to underserved geographic areas and
underserved population groups as identified in state, city, county
and/or regional plans and other documents should be a significant
consideration.

There are no identified state, city, county or regional plans that require
consideration.

This criterion does not apply to this application.

3. The impact of the proposal on similar services supported by state
appropriations should be assessed and considered.

According to a memo dated May 17, 2012 from the Tennessee
Department of Mental Health and Substance Abuse Services,
Lakeshore Mental Health Institute (LMHI) closed on June 30, 2012.
Lakeshore Mental Health Institute is the Regional Mental Health
Institute previously designated to serve a 24 county catchment area in
East Tennessee that included the counties of Hawkins and Sullivan.
The Tennessee Department of Mental Health and Substance Abuse
Services expanded its contracts with 3 private psychiatric hospitals to
provide services to uninsured persons, which would accommodate most
of the uninsured patient who would have been served by LMHI. The 3
inpatient psychiatric facilities are Woodridge Hospital located in
Johnson City (Washington County), Ridgeview Psychiatric Hospital
and Center in Oak Ridge (Anderson County), and Peninsula Hospital
in Louisville (Blount County). Moccasin Bend Mental Health

SBH-Kingsport, LLC
CN1312-050
April 23, 2014
PAGE 4



5

Institute, located in Chattanooga, TN is currently the designated
Regional Mental Health Institute to serve the 24 counties previously
served by LMHI.

The proposed 72 bed psychiatric inpatient facility will be classified as
an IMD (Institute for Mental Disease). For TennCare admissions
(ages 21-64), TennCare will not receive matching federal funds. The
cost of patient care for TennCare enrollees for age 21-64 will be
reimbursed using 100% state funds.

It is not possible to determine what, if any, impact this proposal may
have on similar services supported by state appropriations from the
limited data that is currently available.

4. The proposal’s relationship to whether or not the facility takes voluntary
and/or involuntary admissions, and whether the facility serves acute
and/or long-term patients, should be assessed and considered.

The applicant will accept involuntary admissions.
It would appear the application meets this criterion.

5. The degree of projected financial participation in the Medicare and
TennCare programs should be considered.

The applicant plans to contract with all area TennCare managed care
organizations and participate in Medicare.

It would appear the application meets this criterion.
D. Relationship to Existing Similar Services in the Area

1. The area’s trends in occupancy and utilization of similar services
should be considered.

Bristol Regional Medical Center (BRMC), a 12 bed inpatient
psychiatric  facility (ages 18+), is the only inpatient psychiatric
inpatient provider in the proposed 2 county Tennessee service area of
Hawkins and Sullivan Counties. The psychiatric inpatient occupancy
rate for BRMC was 72.8% in 2010, 55.8% in 2011 and 62.7% in 2012.

SBH-Kingsport, LLC
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Woodridge Psychiatric Hospital (84 beds-accepts all ages) in
contiguous Washington County experienced a 65% occupancy rate in
2011, 70% in 2012, and 72.3% in 2013.

Takoma Regional Hospital (16 beds gero-psych) in contiguous Green
County experienced an occupancy rate of 30.6% in 2011, 38% in 2012,
and 35% in 2013.

It would appear the application meets this criterion.

2. Accessibility to specific special need groups should be an important
factor.

Charity care will account for approximately 4.8% of total gross revenue
in Year One and Year Two equaling to $686,430 (421.9 days) and
$1,349,190 (823.3 days), respectively.

It would appear the application meets this criterion.
Feasibility

The ability of the applicant to meet Tennessee Department of Mental Health
and Substance Abuse Services (DMHSAS) licensure requirements (related to
personnel and staffing for psychiatric inpatient facilities) should be
considered. :

The applicant is aware and understands the licensing and certification as required
by the State of Tennessee for medical and clinical staff.

It appears the application meets this criterion.
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STAFF SUMMARY

Note to Agency members: This staff summary is a synopsis of the original
application and supplemental responses submitted by the applicant. Any HSDA
Staff comments will be presented as a “Note to Agency members” in bold italic.

SBH-Kingsport, LLC will be designated an IMD (Institution for Mental Disease).*
Federal matching payments for Medicaid are not available to states for
reimbursement to IMDs for patients ages 21-64. In the supplemental response,
the applicant indicates SBH-Kingsport, LLC will be able to accept TennCare
admissions if SBH is successful in becoming a contracted TennCare provider.
However, it appears the TennCare cost for a patient stay to an IMD will be
reimbursed from State funds only.

Note Agency Members: As part of the Medicare Catastrophic Act of 1988 (Pub.L.
100-360), Congress defined an IMD as a facility with more than 16 beds. This
was apparently added to promote small, community-based group living
arrangements as an alternative to large institutions. The result of these
amendments is that Medicaid currently provides mental health treatment
coverage for a large percentage of people with Medicaid, but that coverage is
excluded for inpatient treatment of adults aged 21 to 64 in any acute or long-
term care institutions with 17 or more beds that are primarily engaged in
providing treatment for mental illnesses. This payment exclusion became known
as the Medicaid IMD exclusion. Source: httpy//www.medicaid.gov.

History
The following is a timeline of events that have impacted SBH-Kingsport, LLC’s

proposed service area of Hawkins and Sullivan counties.

e 2008-The Mental Health Parity and Addiction Equity Act of 2008 is
approved. The parity law aims to ensure that when coverage for mental
health and substance use conditions are provided, it is generally

comparable to coverage for medical and surgical care. Source: U.S Dept. of
health and Human Services, http://aspe.hhs.gov/health/reports/Z013/mental/rb_mental.cﬁﬂ.

e 2009-MSHA, Woodridge Psychiatric Hospital (satellite of Johnson City
Medical Center), CN0908-043 A, located in adjacent Washington County, is
approved at the November 18, 2009 Agency meeting for the addition of 9
psychiatric beds increasing the hospital bed complement from 75 to 84.

e 2009-As a result of the approval of CN0908-043A, MSHA agrees to de-
license 61 psychiatric beds at Indian Path Pavilion located 24.6 miles in
adjoining Sullivan County.

SBH-Kingsport, LLC
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June 30, 2012- Lakeshore Mental Health Institute, a licensed 250 bed State
operated Regional Mental Health Institute (RMHI) serving 26 East
Tennessee counties closed.

May 2012- The Tennessee Department of Health expands existing
contracts with the following three private psychiatric facilities to provide
services to uninsured patients who would have been served by LMHI:
Woodridge Psychiatric Hospital (Washington County) Ridgeview
Psychiatric Hospital & Center in Oak Ridge (Anderson County), and
Peninsula Hospital in Louisville (Blount County).

2014-According to a US Department of Health and Human Services,
Assistant Secretary for Planning and Evaluation (ASPE) Office of Health
Policy Research Brief, the Affordable Care Act, building on the Mental
Health Parity and Addiction Equity Act, will expand coverage of mental
health and substance use disorder benefits and federal parity protections
in three distinct ways (1) Essential Health Benefits (2) Parity in Individual
and Small Group Markets (3) Increasing Access to Quality Health Care.
The Brief is attached at the end of this summary.

Note to Agency members: The number of applications for psychiatric
inpatient beds has increased (most likely due to the increased coverage for
mental health services under the ACA). The following five applications
totaling 192 beds have been or will be heard in 2014.

Rolling Hills Hospital, (Williamson County), CN1312-051A, approved for
the addition of 40 psychiatric beds to its existing 80 bed mental health
hospital at the March 26, 2014 Agency meeting.

Woodridge of West Tennessee, (Madison County), CN1309-035A,
approved for the establishment of a 16 bed geriatric inpatient psychiatric
facility at the January 22, 2014 Agency meeting.

Crestwyn Behavioral Health, (Shelby County), CN1310-040, request for
the establishment of 60 bed mental health hospital located in Shelby
County to be heard at the April 23, 2014 Agency meeting.

SBH-Kingsport, (Sullivan County), CN1312-050, (this applicant) request
for the establishment of a 72 bed mental health hospital.

Athens Regional, (McMinn County), filed a LOI April 1, 2014 for the
addition of (4) gero-psychiatric beds to its existing 10 bed unit.
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Need
The applicant provides the following justification in the original application:

* Indian Path Pavilion closed their 61 bed inpatient psychiatric unit.

e Lakeshore Mental Health Institute, a 250 licensed bed state operated
Regional Mental Health Institute (RMHI) serving Northeast Tennessee,
closed its doors.

e Only 12 inpatient psychiatric beds in the proposed service area are
currently operational.

Ownership
SBH-Kingsport, LLC is wholly owned by Strategic Behavioral Health, LLC.

Strategic Behavioral Health, LLC is a company based in Memphis, Tennessee
that operates 7 psychiatric hospitals in Colorado, Nevada, New Mexico, and
North Carolina and has one under development in College Station, Texas. If
approved, SBH-Kingsport, LLC will be its first psychiatric hospital based in
Tennessee.

A list of inpatient chemical dependency and psychiatric units owned by Strategic
Behavioral Health is listed in Supplemental One.

Facility Information
 The proposed SBH-Kingsport, LLC facility will be a 52,263 SF one story
building located on 9.7 acres.

Inpatient Areas

e The inpatient area consist of 27,044 SF.

» Each patient room is double occupancy with an adjacent restroom.

 The sixteen (16) bed geriatric unit contains a living room, group room,
doctor office, seclusion room, and a centrally located nurse’s station.

e The additional fifty-six beds are separated into four units (two with 18
beds and two with 10 beds).

e Two acute care units share a nurse’s station, med room and seclusion
room.

» There are two (2) classrooms for child and adolescent patients.

e A 27223 SF gymnasium is available for all patients.

e A B52 SF pharmacy is on-site.

Outpatient and Assessment Areas
¢ Outpatient and Assessment areas are individually secure from each other
and the rest of the building

SBH-Kingsport, LLC
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¢ The assessment suite includes rooms for patient assessment, financial
counseling, and private family waiting.
e The outpatient suite houses individual and group therapy rooms.

Service Area Demographics
SBH-Kingsport, LLC declared primary service area is Hawkins and Sullivan
Counties in Tennessee, and the counties of Wise, Scott, and Lee in Virginia.

Tennessee Total Population

e The total population of the service area is estimated at 216,484 residents in
calendar year 2014 increasing by approximately 1.3% to 219,300 residents
in CY 2018.

e The total population of the State of Tennessee is expected to grow 3.7%
during the same timeframe.

13-17 Population

e The total 13-17 population is estimated at 13,326 residents in 2014
decreasing approximately 7.2% to 12,358 residents in 2018.

e The age 13-17 population in the State of Tennessee overall is expected to
increase 0.8% during the same timeframe.

18-64 Population

o The total 18-64 population is estimated at 175,764 residents in 2014
increasing approximately 12.9% to 50,355 in 2018.

e The total 18-64 population in the State of Tennessee overall is expected to
increase by 4.4% during the same timeframe.

65+ Population

e The total 65 and older population is estimated at 44,484 residents in 2014
increasing approximately by 5.2% to 184,934 in 2018.

e The age 65+ population in the State of Tennessee overall is expected to
increase 12.3% during the same timeframe.

TennCare

e The latest 2013 percentage of the proposed service area population
enrolled in the TennCare program is approximately 18.1%, as compared
to the statewide enrollment proportion of 18.2%.

Source: The University of Tennessee Center for Business and Economic Research
Population Projection Data Files, Reassembled by the Tennessee Department of Health,
Division of Policy, Planning and Assessment, Office of Health Statistics.
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Virginia Total Population
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The following table reflects population statistics for SBH-Kingsport’s 3 proposed
service area counties in Virginia.

County 0-18 65+ 2010 2012 Y%change
Wise 8,429 6,015 41,452 40,918 -1.3%
Scott 4,306 4,647 23,177 22,782 -2.3%
Lee 5,044 4,458 25,587 25,474 -0.4%
Total 17,779 15,120 90,216 89,174 -1.2%

Source: htty.//quickfacts.census.gov/qfd/states/51/51195.html

e Overall, the proposed three county service area in Virginia will experienced a
1.2% decrease in population from 2010 to 2012.

SBH-Kingsport, LLC
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Service Area Historical Utilization

Migration of patients from the proposed
Tennessee service area

County Age 5- % of Age % of Age % of Age % of Total % of
11 total 12- total 18-54 total 55+ total total
17 service
area
atients
Acute Care Hospitals
Peninsula Hospital Blount 7 333% | 32 23.2% 174 13.8% | 26 8.1% 239 13.8%
{ycamorc hoaly Carter 0 0 0 0 3 1023% | 42 |13.1% | 45 2.6%
Hospital
Vanderbilt University || . acon | vo 0 0 0 6 [047%| 0 | na | ¢ 0.34%
Hospital
Parkridge Valley . 0 0
Child and Adolescent Hamilton 1 4.7% 6 4.3% 0 n/a 0 n/a 7 0.40%
WelmontiRegional Sullivan 0 0 0 n/a | 157 | 12.5% | 86 | 26.9% | 243 14%
Medical Center
Woodridge . 0 0 0 . o
IszchiatriC Hospital Washington 13 92% 100 | 72.5% 862 | 68.5% | 150 | 46.9% | 1,125 65%
Other providers 0 n/a 0 n/a 11 ]10.87% | 16 | 5.0% | 27 1.6%
State Mental Health
Hospitals
Mocassin Bend
Mental Health Hamilton 0 n/a 0 n/a 42 3.3% 0 n/a 42 2.4%
Institute
*Lakeshore Mental
Health Institute Knox 0 n/a 0 n/a 0 0 0 n/a 0 n/a
Middle
Tennessee Mental Davidson 0 n/a 0 n/a 4 0.31% 0 n/a 4 0.23%
Health Institute
Total 21 138 1,259 320 1,738

Source: Deparbment of Health, Hospital Discharge Data based on select diagnostic related groups (DRGs) found in Major
Diagnostic Category (MDC) 19-Mental Disease Disorder.
*There was no Joiit Amnual Report filed by Lakeshore Mental Health for 2012. The 2011 LMHI Joint Annual Report indicated

there were 35 patients admitted from Hawkins County and 135 patients admitted from Sullivan County.

* Woodridge Psychiatric Hospital has the overall highest percentage of
patients from the proposed Tennessee service area totaling 65% or 1,125
patients in 2012. In addition, WPH also has the overall highest percentage
of patients for the following age categories in 2012: 5-11 (92%), 12-17
(71%), 18-54 (67.6%), and 55+ (42.8%).

SBH-Kingsport, LLC
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Note to Agency members: Since WPH has a 65% market share in the Tennessee
portion of the applicant’s service area, the following will assess the impact of
the proposed project on WPH.

The counties of Sullivan and Hawkins are currently in WPH’s service area. If
SBH-Kingsport, LLC is approved, the counties of Sullivan and Hawkins will be
shared between Woodridge and SBH. An analysis of Woodridge Psychiatric
Hospital’s 5 county service area, need, and historical utilization would provide
an overview of the possible impact on WPH, if SBH-Kingsport, LLC is approved.

The following is the migration of patients from Virginia to Woodridge
Psychiatric Hospital in 2012.

Facility COUNTY Wise | Scott | Lee | Virginia | Out Tennessee Grand
Total of Total Total
State
Total
Woodridge Washington 0 74 0 274 351 3,222 3,573
Psychiatric
Hospital

Source; 2012 Joint Annual Report

» The above table indicates only 21% of all of Woodridge Psychiatric
Hospital’s admissions came from the counties of Wise, Scott and Lee
Counties.

According to a previously filed application by Woodridge Psychiatric Hospital
(WPH), CN0908-043A in 2009, WPH’s primary service area is Washington,
Sullivan, Carter, Greene and Hawkins Counties in Tennessee. Eighty-five percent
(85.2%) of Woodridge patients come from these five counties. The following is
an analysis of Woodridge’s current primary service area.

SBH-Kingsport, LLC
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rvice Area Facilities

"

Bed Need 5] Facility located in service area
County 2018 Multiply |84 Facility Beds Distance to
Population | 30/100,000 § applicant
iy (SBH)
Sullivan 161,136 4833  [B8| Wellmont 12Beds | 16.1 miles
I Regional Ages
IS | Medical Center 18+
Washington | 138,370 4151 |8 MSHA: 84 Beds 21 miles
| Woodridge All Ages
Psychiatric
| Hospital
Carter 57,680 17.30 MSHA: 12 Beds 30.2 miles
Sycamore Gero-
| Psych Hospital Psych
Greene 71,594 21.47 | Wellmont 16 Beds 37.2 miles
Health gero-
Alliance: psych
Takoma
Regional
| Hospital
Hawkins 58,164 17.44 ! | -
Total 486,944 | 146 beds | 124 beds [

e The above table indicates there is a net need of 22 psychiatric beds in
Woodridge’s 5 county service area applying current Guidelines for
Growth need standards of 30 beds per 100,000 population.

e There appears to be one (1) twelve (12) bed psychiatric unit for children
ages 1-17 located at WPH. This represents 10% of total available beds in
the service area. The bed need formula for the 0-17 age group for the
Woodridge 5 county service area (88,638 pop.) for 2018 indicates a need of
27 child and adolescent beds resulting in a need of 15 additional beds.

e The range of distances from SBH to existing providers in WPH’s 5 county
service area ranges from 16.1 miles to 37.2 miles.

SBH-Kingsport, LLC
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Woodridge Historical Utilization Trends

Facility County Beds 2011 2012 *2013 10-13% 2011 2012 2013 |
(2012) Patient Patient Patient | Change | Occup | Occup. | Occup.
Days Days Days
Woodridge Washington 84 19,827 21,329 22,182 +11.9% 65% 70% 72.3%
Psychiatric
Hospital
*2013 Provisional [AR
e The above chart indicates Woodridge Psychiatric Hospital’s inpatient
utilization in their five county service area increased 11.9% from 19,827
patient days in 2011 to 22,182 patient days in 2013.
Service Area Historical Utilization and Overall Market Share
Facility County | Beds 2010 2011 2012 "10-12 2010 2011 2012 Service | Service
(2012) | Patient | Patient | Patient % Occup | Occup. | Occup. Area Area
Days Days Days | Change Inpatients Pa“e“/ts
asa%
of Total
Bristol Sullivan 12 3,189 2,448 2,745 -13.9% 72.8% | 55.8% 62.7% 243 13.7%
Regional
Medical
Center
Source: Tennessee Department of Health, Joint Annual Reports - 2010, 2011, and 2012
e The above chart indicates inpatient psychiatric utilization at the one
psychiatric unit in the proposed service area decreased 13.9% from 3,189
patient days in 2010 to 2,745 patient days in 2012.
Applicant Projected Utilization
SBH-Kingsport, LLC’s projected utilization for the first two years after project
completion is presented in the table below:
Beds Year 1 Year 1 Year 1 Year 1% Year 2 Year 2 Year 2 Year 2 %
Admits Patient ALOS Occupancy Admits Patient ALOS Occupancy
Days Days
72 725 8,700 12 days 33% 1,425 17,100 12 days 65%

Project Cost
Major costs are:

¢ Construction Cost- $8,000,002, or 68.3% of cost.
e Acquisition of Site- $925,000, or 7.9% of the total cost.
e Preparation of Site-$675,000, or 5.8% of cost.
 For other details on Project Cost, see the Project Cost on page 20.

SBH-Kingsport, LLC

CN1312-050

April 23,2014

PAGE 15




16

* The applicant expects the construction cost per square foot to be $153.00.
This falls below the 1st quartile for hospital construction of $234.64/sq. for
projects previously approved between 2010 and 2012.

Financing

A December 11, 2013 letter from Michael A. Orians, CFO, confirms that Strategic
Behavioral Health, LLC (parent company of SBH-Kingsport, LLC) has the
necessary financial resources through cash balances, access to a revolving credit
loan, and cash net flows to fund the project. Cash balances on hand total $4.1
million and cash flow equals $917,915. A December 12, 2013 letter from Stephen
C. Taylor of Fifth Third Bank confirms the availability of a $15.5 million
revolving credit loan with a current variable rate of 3.75%.

Historical Data Chart
Since this is a new facility, a historical data chart was not provided.

Projected Data Chart

The applicant projects $14,154,600.00 in total gross revenue on 8,700 days during
the first year of operation and $28,023,800 on 17,100 days in Year Two
(approximately $1,639 per day). The Projected Data Chart reflects the following:

* Net operating income less capital expenditures for the applicant will equal
a loss of ($1,334,340) in Year One increasing to $676,853 in Year Two.

» Net operating revenue after contractual adjustments is expected to reach
$9,603,359 or approximately 34.3% of total gross revenue in Year Two.

e Charity care at approximately 4.8% of total gross revenue in Year One and
Year Two equaling to $686,430 (422 days) and $1,349,190 (823 days),
respectively.

Strategic Behavioral Health, LLC and Subsidiaries consolidated Statement for the
period ending December 31, 2012 indicates $2,820,508 in cash and cash
equivalents, total current assets of $11,825,136, total current liabilities of
$6,338,091, and a current ratio of 1.87:1.

Current ratio is a measure of liquidity and is the ratio of current assets to current
liabilities which measures the ability of an entity to cover its current liabilities
with its existing current assets. A ratio of 1:1 would be required to have the
minimum amount of assets needed to cover current liabilities.

SBH-Kingsport, LLC
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Charges
In Year One of the proposed project, the average charges are as follows:
e The proposed average gross charge is $1,627/day in 2016.
e The average deduction is $1,077/day, producing an average net charge of
$550/ day.

Medicare/TennCare Payor Mix
e Medicare- Charges will equal $1,305,000 in Year One representing 27% of
total net operating revenue.
e TennCare- Charges will equal $1,818,300 in Year One representing 38%.

Staffing
The applicant’s proposed direct patient care staffing in Year Two includes the

following:
e 1.0 Clinical Director
e 1.0 Program Director
e 16.8 Psychiatric Techs
¢ 2.0 Recreational Therapist
e 4.0 Therapist
o 12.6 Registered Nurses
o 1.0 Registered Nurse/Utilization Management
e 4.2 Licensed Vocational Nurse
e 42.6 Total FTE's

Licensure/Accreditation
SBH-Kingsport, LL.C will be licensed by the Tennessee Department of Mental
Health and Substance Abuse Services and certified by Medicare.

SBH-Kingsport, LLC will seek accreditation from The Joint Commission.

The applicant has submitted the required information on corporate documentation and
title and deeds. Staff will have a copy of these documents available for member reference
at the meeting. Copies are also available for review at the Health Services and
Development Agency’s office.

Should the Agency vote to approve this project, the CON would expire in three
years.
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CERTIFICATE OF NEED INFORMATION FOR THE APPLICANT:

There are no other Letters of Intent, denied, pending applications, or outstanding
Certificates of Need for this applicant.

CERTIFICATE OF NEED INFORMATION FOR OTHER SERVICE AREA
FACILITIES:

There are no other Letters of Intent, denied, pending applications, or outstanding
Certificates of Need, for other health care organizations proposing this type of
service.

PLEASE REFER TO THE REPORT BY THE DEPARTMENT OF MENTAL
HEALTH AND SUBSTANCE ABUSE SERVICES FOR A DETAILED
ANALYSIS OF THE STATUTORY CRITERIA OF NEED, ECONOMIC
FEASIBILITY, AND CONTRIBUTION TO THE ORDERLY DEVELOPMENT
OF HEALTH CARE IN THE AREA FOR THIS PROJECT. THAT REPORT IS
ATTACHED TO THIS SUMMARY IMMEDIATELY FOLLOWING THE
COLOR DIVIDER PAGE.

PME (4/4/14)
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ASPE

RESEARCH BRIEF

Affordable Care Act Will Expand Mental Health and Substance Use Disorder Benefits
and Parity Protections for 62 Million Americans

By Kirsten Beronio, Rosa Po, Laura Skopec and Sherry Glied

The Affordable Care Act will provide one of the largest expansions of mental health and
substance use disorder coverage in a generation. Beginning in 2014 under the law, all new small
group and individual market plans will be required to cover ten Essential Health Benefit
categories, including mental health and substance use disorder services, and will be required to
cover them at parity with medical and surgical benefits. The Affordable Care Act builds on the
Paul Wellstone and Pete Domenici Mental Health Parity and Addiction Equity Act of 2008
(MHPAEA, or the federal parity law), which requires group health plans and insurers that offer
mental health and substance use disorder benefits to provide coverage that is comparable to
coverage for general medical and surgical care.

While almost all large group plans and most small group plans include coverage for some mental
health and substance use disorder services, there are gaps in coverage and many people with
some coverage of these services do not currently receive the benefit of federal parlty protections.
The final rule implementing the Essential Health Benefits directs non-grandfathered’ health
plans in the individual and small group markets to cover mental health and substance use
disord2er services as well as to comply with the federal parity law requirements beginning in
2014.

Mental Health and Substance Use Disorder Benefits Prior to the Affordable Care Act

About one-third of those who are currently covered in the individual market have no coverage
for substance use disorder services and nearly 20 percent have no coverage for mental health
services, including outpatient therapy visits and inpatient crisis intervention and stabilization.’

In addition, even when individual market plans provide these benefits, the federal parity law does
not apply to these plans to ensure that coverage for mental health and substance use disorder
services is generally comparable to coverage for medical and surgical care.

! “Grandfathered” plans are plans that were in place when the Affordable Care Act was enacted that have not been

changed in certain specified ways.

2 The Essential Health Benefits, Actuarial Value, and Accreditation Final Rule was released February 20, 2013.

3 ASPE Issue Brief, "Essential Health Benefits: Individual Market Coverage," ed. U.S. Department of Health & Human Services
201 1),

Department of Health and Human Services
Office of the Assistant Secretary for Planning and Evaluation
http://aspe.hhs.gov
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In the small group market, coverage of mental health and substance use disorder treatment is
more common than in the individual market. We estimate that about 95 percent of those with
small group market coverage have substance abuse and mental health benefits.* Again, the
federal parity law does not apply to small group plans. In many states, state parity laws offer
those covered in this market some parity protection, but most state parity laws are narrower than
the federal parity requirement.

In addition, 47.5 million Americans lack health insurance coverage altogether,” and 25 percent of
uninsured adults have a mental health condition or substance use disorder or both.®

The Affordable Care Act: Better Coverage for Mental Health and Substance Use Disorders

The Affordable Care Act and its implementing regulations, building on the Mental Health Parity
and Addiction Equity Act, will expand coverage of mental health and substance use disorder
benefits and federal parity protections in three distinct ways: (1) by including mental health and
substance use disorder benefits in the Essential Health Benefits; (2) by applying federal parity
protections to mental health and substance use disorder benefits in the individual and small group
markets; and (3) by providing more Americans with access to quality health care that includes
coverage for mental health and substance use disorder services.

1. Essential Health Benefits

e First, under the statute, treatment for mental health and substance use disorders is a
benefit category covered as part of the package of Essential Health Benefits available to
all Americans in non-grandfathered plans in the individual and small group markets as of
January 1, 2014. The Essential Health Benefits final rule, released today, ensures that
consumers purchasing insurance can be confident that their health plan will provide the
care they need if they get sick. Including mental health and substance use disorder
treatment in this package means—

e About 3.9 million people currently covered in the individual market will gain either mental
health or substance use disorder coverage or both;’

e Also, we estimate that 1.2 million individuals currently in small group plans will receive
mental health and substance use disorder benefits under the Affordable Care Act.®

4 ASPE Issue Brief, “Essential Health Benefits: Comparing Benefits in Small Group Products and State and Federal Employee
Plans,” ed. U.S. Department of Health & Human Services (2011).

3 Estimated based on the US Census Bureau’s 2011 American Communities Survey.

% Garfield RL, Lave JR, Donahue JM, “Health reform and the scope of benefits for mental health and substance use disorder
services.” Psychiatric Services 61:1081-1086 (2010).

7 Estimate based on 2011 Medical Loss Ratio filings indicating that 11 million people are covered in the individual market, and
35% lack mental health coverage, substance use coverage, or both. This estimate includes some individuals currently enrolled in
grandfathered coverage.

® Estimate based on the finding that approximately 95% of small group plans cover mental health and substance use disorder
services. See Issue Brief, “Essential Health Benefits: Comparing Benefits in the Small Group Products and State and Federal
Employee Plans,” ed. U.S. Department of Health and Human Services (2011). This estimate includes some individuals currently
enrolled in grandfathered coverage.

ASPE Office of Health Policy February 2013
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2. Parity in the Individual and Small Group Markets

Second, HHS finalized regulations that apply federal parity rules to mental health and substance
use disorder benefits included in Essential Health Benefits. As a result, Americans accessing
coverage through non-grandfathered plans in the individual and small group markets will now be
able to count on mental health and substance use disorder coverage that is comparable to their
general medical and surgical coverage.

e  Under this approach, 7.1 million Americans currently covered in the individual market who
currently have some mental health and substance use disorder benefits will have access to
coverage of Essential Health Benefits that conforms to federal parity protections as provided for
under the Affordable Care Act and the Mental Health Parity and Addiction Equity Act.’

¢ In addition, because the application of parity to Essential Health Benefits will also apply to those
currently enrolled in non-grandfathered plans in the small group market, 23.3 million current
enrollees in small group plans will also receive the benefit of having mental health and substance
use disorder benefits that are subject to the federal parity law.'>"

3. Increasing Access to Quality Health Care

Finally, the Affordable Care Act will expand insurance coverage to a projected 27 million
previously uninsured Americans through access to private health insurance in the individual and
small group markets, the Marketplaces, and Medicaid. 12 Essential Health Benefits, including
mental health and substance use disorder services subject to parity requirements, will be -
available to this newly covered population.

In total, through the Affordable Care Act, 32.1 million Americans will gain access to coverage
that includes mental health and/or substance use disorder benefits that comply with federal parity
requirements and an additional 30.4 million Americans who currently have some mental health
and substance abuse benefits will benefit from the federal parity protections. By building on the
structure of the Mental Health Parity and Addiction Equity Act, the Affordable Care Act will
extend federal parity protections to 62 million Americans.

° Estimate based on 2011 Medical Loss Ratio filings indicating that 11 million people are covered in the individual market. This
estimate includes some individuals currently enrolled in grandfathered coverage.

10 State parity laws often already apply to these small group plans.

11" Egtimate based on ASPE internal analysis of the 2012 Current Population Survey indicating that 24.5 million people are
enrolled in employer-sponsored insurance and work in a firm with fewer than 50 employees. This analysis excluded anyone who
also reported Medicare, Medicaid, CHIP, or military coverage. This estimate includes some individuals currently enrolled in
grandfathered coverage.

12 Congressional Budget Office, "Effects of the Affordable Care Act on Health Insurance Coverage — February 2013 Baseline,"
(2013).

ASPE Office of Health Policy February 2013
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viduals Wiio will'gain |
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— benefits underthe -
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mental health and
‘stibstance use disorder
‘benefits who will Bencfit
- from federal parity
~_protections

IndividualswitheNisting {

Total individualswho will |
+bepefn from ! federal parity |
| protection’ asa result of |

“the Affordable Care Act- |

R 3.9 million 7.1 million 11 million
individual plans
Individuals currently in 1.2 million 23.3 million 24.5 million
small group plans
Inleldu.als currently 27 million n/a 27 million
uninsured
Total 32.1 million

30.4 million

62.5 million

NOTE: These estimates include individuals and families who are currently enrolled in grandfathered coverage.
Grandfathered plans are not required to comply with the Essential Health Benefits provisions of the Affordable Care
Act. We note that, as the Affordable Care Act is implemented, we expect grandfathered coverage to diminish,
particularly in the individual market.

ASPE Office of Health Policy

February 2013
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LETTER OF INTENT



LETTER OF INTENT
TENNESSEE HEALTH SERVICES AND DEVELOPMENT AGENCY

The Publication of Intent is to be published in the _Kingsport Times News which is a newspaper
(Name of Newspaper)
of general circulation in _Sullivan County , Tennessee, on or before December 10 , 2013, for one day.
(County) (Month / day) (Year)

This is to provide official notice to the Health Services and Development Agency and all interested parties, in
accordance with T.C.A. § 68-11-1601 et seq., and the Rules of the Heaith Services and Development Agency,
that:

SBH-Kingsport, LLC N/A
(Name of Applicant) (Facility Type-Existing)
owned by: SBH-Kingsport, LLC with an ownership type of limited liability company
and to be managed by: _itself intends to file an application for a Certificate of Need for:

establishment of a new inpatient psychiatric hospital in Kingsport, Sullivan County, Tennessee 37660. This

project will be located on unaddressed property at the end of Executive Park Boulevard in Kingsport,

Tennessee. This property extends south and west of Executive Park Boulevard, and is south of the

intersection of Executive Park Boulevard and East Stone Drive in Kingsport, Tennessee. This project will

involve the initiation of inpatient psychiatric hospital services. This new psychiatric hospital will have 18 adult

beds, 16 geropsychiatric beds, 28 child and adolescent beds, and 10 chemical dependency beds. These 72

beds will all be new beds licensed as psychiatric hospital beds. The estimated project costs for this project are

projected to be approximately $12,000,000.00.

The anticipated date of filing the application is _December 13 , 2013.
The contact person for this project is Mike Garone Director of Development
(Contact Name) (Title)
who may be reached at. _Strategic Behavioral Health, LLC 8295 Tournament Drive, Suite 201
(Company Name) (Address)
Memphis Tennessee 38125 901/ 969-3100
(City) (State) (Zip Code) (Area Code / Phone Number)
"/ L, - / //—'
//WJ Gﬁm M’/J\/ ) |z mgarone@strategicbh.com
' i ure) ~ by ~ (Date) (E-mail Address)
byﬁ%ﬂ); /{,)_?s)f WET AL (JEM L

The Letter of Intent must be filed in triplicate and received between the first and the tenth day of the month. If the
last day for filing is a Saturday, Sunday or State Holiday, filing must occur on the preceding business day. File
this form at the following address:

Health Services and Development Agency
Andrew Jackson Building, Sth Floor
502 Deaderick Street
Nashville, Tennessee 37243

The published Letter of Intent must contain the following statement pursuant to T.C.A. § 68-11-1607(c)(1). (A) Any health care
institution wishing to oppose a Certificate of Need application must file a written notice with the Health Services and Development
Agency no later than fifteen (15) days before the regularly scheduled Health Services and Development Agency meeting at which the
application is originally scheduled; and (B) Any other person wishing to oppose the application must file written objection with the Health
Services and Development Agency at or prior to the consideration of the application by the Agency.
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™

1. Name of Facillty, Agen r Institutio

SBH - Kingsport, LLC

Name
unaddressed pro, at the end of Executive Park Boulevard, south of th
intersection of Executive Park Boulevard and East Stone Drive Sullivan
Street or Route County
Kingsport TN 37660

City State Zip Code

2. Contact Person Available for Responses to Questions
Mike Garone Director of Development
Name Title
Strategic Behavioral Health, LLC mgarone@strategicbh.com
Company Name E-mail address
8295 Tournament Drive, Suite 201 Memphis TN 38125
Street or Route City State Zip Code
Director of Development 901-969-3100 901-969-3120
Association with Owner Phone Number Fax Number

3. Owner of the Facility, Agency or Institution
SBH-Kingsport, LLC

901-969-3100

Name Phone No.
8295 Tournament Drive, Suite 201 Shelby
Street or Route County
Memphis N 38125
City State Zip Code
4, Type of Ownership of Control (Check One)
A. Sole Proprietorship - F. Govemment (State of TN)
B. Partnership - or Political Subdivision) o
C. Limited Partnership _ G. Joint Venture .
D. Corporation (For Profit) - H. Limited Liability Company X
E. Corporation (Not-for-Profit) _ I. Other (Specify) .

PUT ALL ATTACHMENTS AT THE BACK OF THE APPLICATION IN ORDER AND REFERENCE

THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS.
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5. Name of Management/Operating Entity (If Applicable) N/A
Name
Street or Route County
City State . Zip Code
PUT ALL ATTACHMENTS AT THE END OF THE APPLICATION IN ORDER AND
REFERENCE THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS.
6. Legal Interest in the Site of the Institution (Check One)
A. Ownership - D. Option to Lease M
B. Option to Purchase X E. Other (Specify) N
C. Lease of ___Years .
PUT ALL ATTACHMENTS AT THE BACK OF THE APPLICATION IN ORDER AND
REFERENCE THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS.
7. Type of institution (Check as appropriate — more than one response may apply)
A. Hospital (Specify) . I.  Nursing Home .
B. Ambulatory Surgical J. Outpatient Diagnostic Center
Treatment Center (ASTC), K. Recuperation Center =
Multi-Specialty - L. Rehabilitation Facility .
C. ASTC, Single Specialty - M. Residential Hospice
D. Home Health Agency . N. Non-Residential Methadone
E. Hospice . Facility .
F. Mental Health Hospital X O. Birthing Center
G. Mental Health Residential P. Other Outpatient Facility
Treatment Facility - (Specify) .
H. Mental Retardation Institutional Q. Other (Specify)
Habilitation Facility ({ICF/MR) o
8. Purpose of Review (Check) as appropriate—more than one response may apply)

A. New Institution X H. Change in Bed Complement
B. Replacement/Existing Facility = {Please note the type of change
C. Modification/Existing Facility . by underiining the appropriate
D. Initiation of Health Care response: Increase, Decrease,
Service as defined in TCA Designation, Distribution,
§ 68-11-1607(4) Conversion, Relocation]
E. (Specify) Psychiatric services X I. Change of Location e
F. Discontinuance of OB Services _ J. Other (Specify) L
G. Acquisition of Equipment .
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Bed Complement Data

Please Indicate current and proposed distribution and certification of facility beds.

TOTAL
Current Beds Staffed Beds Beds at

Licensed *CON Beds  Proposed Completion
Medical
Surgical
Long-Term Care Hospital
Obstetrical
ICU/CCU
Neonatal
Pediatric
Adult Psychiatric 18 18
Geriatric Psychiatric 16 16
Child/Adolescent Psychiatric 28 28
Rehabilitation
Nursing Facility (non-Medicaid Certified)
Nursing Facility Level 1 (Medicaid only)
Nursing Facility Level 2 (Medicare only)
Nursing Facility Level 2
(dually certified Medicaid/Medicare)
ICF/MR
Adult Chemical Dependency 10 10
Child and Adolescent Chemical
Dependency
Swing Beds
Mental Health Residential Treatment
Residential Hospice
TOTAL 72 72
*CON-Beds approved but not yet in service

CH® JPOD OZErAC—IEMMUOD»

10.

Medicare Provider Number to be applied for
Certification Type inpatient psychiatric hospital

1.

Medicaid Provider Number to be applied for
Certification Type inpatient psychiatric hospital

12.

If this is a new facility, will certification be sought for Medicare and/or Medicaid? [X]

13.

Identify all TennCare Managed Care Organizations/Behavioral Health Organizations
(MCOs/BHOs) operating in the proposed service area. Will this project involve the
treatment of TennCare participants? _yes If the response to this item is yes, please
identify all MCOs/BHOs with which the applicant has contracted or plans to contract.

Discuss any out-of-network relationships in place with MCOs/BHOs in the area.
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NOTE: Section B is intended to give the applicant an opportunity to describe the project and to
discuss the need that the applicant sees for the project. Section C addresses how the
project relates to the Certificate of Need criteria of Need, Economic Feasibility, and the
Contribution to the Orderly Development of Health Care. Discussions on how the
application r 8 to the criteria should not take place in this section unless

otherwise specified.

SECTION B: PROJECT DESCRIPTION

Please answer all questions on 8 1/2" x 11" white paper, clearly typed and spaced, identified
correctly and in the correct sequence. In answering, please type the question and the response.
All exhibits and tables must be attached to the end of the application in correct sequence
identifying the questions(s) to which they refer. If a particular question does not apply to your
project, indicate “Not Applicable (NA)" after that question.

I Provide a brief executive summary of the project not to exceed two pages. Topics to be
included in the executive summary are a brief description of proposed services and
equipment, ownership structure, service area, need, existing resources, project cost,
funding, financial feasibility and staffing.

RESPONSE: SBH-Kingsport, LLC ("SBH") proposes to establish a 72-bed, free-
standing psychiatric hospital located in Kingsport, Sullivan County, Tennessee. It is
requesting CON permission to construct 18 adult psychiatric beds, 16 geropsychiatric
beds, 28 child and adolescent psychiatric beds, and 10 chemical dependency beds for a

total of 72 beds.

SBH will be owned and operated by a-limited liability company, SBH-Kingsport, LLC.
This limited liability company is a wholly-owned subsidiary of Strategic Behavioral
Health, LLC, which is an inpatient psychiatric hospital company based in Memphis,
Tennessee. It currently operates seven psychiatric hospitals through subsidiaries in the
states of Colorado, Nevada, New Mexico and North Carolina. It has another facility
under development in College Station, Texas. SBH will be its first hospital based in its
home state of Tennessee.

The service area for SBH is projected to be the counties of Sullivan and Hawkins in
Tennessee, and the counties of Wise, Scott and Lee in southwestern Virginia. Currently,
in this service area there are only twelve inpatient psychiatric beds, located at Bristol
Regional Medical Center in Bristol, Tennessee, at the eastern end of the service area.
Thus, as far as the applicant is able to ascertain, in its proposed service area, which has
a population of more than 300,000 people, there are only 12 inpatient psychiatric beds
(located in Bristol). Thus, there is a significant need for additional inpatient psychiatric
bed resources in this service area, particularly as it pertains to children and adolescents.
Sullivan County is the most populous county in upper East Tennessee, and Kingsport is
the biggest municipality in the service area.

The projected project costs for this hospital development are approximately
$12,000,000. The funding for this project will be developed with the assistance of Dobbs
Management Services, LLC, the owners of which represent the majority ownership of
Strategic Behavioral Health, LLC. Furthermore, as of December 31, 2012, SBH itself
had consolidated annual net revenue of approximately $50.7 million and employed
approximately 745 employees. Thus, Strategic Behavioral Health, LLC, the parent

4



30

company of SBH-Kingsport, LLC, is a well-capitalized, financially successful psychiatric
hospital development and management company.

SBH, the parent company of the applicant, is experienced in the development and
operation of inpatient psychiatric facilities. Therefore, it has access to sufficient
resources to assure proper staffing and financial feasibility for this facility, SBH-
Kingsport, LLC, in Kingsport, Tennessee, the subject of this CON application.

Provide a detailed narrative of the project by addressing the following items as they
relate to the proposal.

A.

Describe the construction, modification and/or renovation of the facility (exclusive
of major medical equipment covered by T.C.A. § 68-11-1601 et seq.) including
square footage, major operational areas, room configuration, etc. Applicants with
hospital projects (construction cost in excess of $5 million) and other facility
projects (construction cost in excess of $2 million) should complete the Square
Footage and Cost per Square Footage Chart. Utilizing the attached Chart,
applicants with hospital projects should complete Parts A.-E. by identifying as
applicable nursing units, ancillary areas, and support areas affected by this
project. Provide the location of the unit/service within the existing facility along
with current square footage, where, if any, the unit/service will relocate
temporarily during construction and renovation, and then the location of the
unit/service with proposed square footage. The total cost per square foot should
provide a breakout between new construction and renovation cost per square
foot. Other facility projects need only complete Parts B.-E. Please also discuss
and justify the cost per square foot for this project.

If the project involves none of the above, describe the development of the
proposal.

RESPONSE: SBH-Kingsport, LLC, the applicant for this project, is requesting a
certificate of need for the construction, development and establishment of a 72-
bed free-standing psychiatric hospital to be located at unaddressed property at
the end of Executive Park Boulevard, Kingsport, Tennessee 37660.

The requested chart for square footage and cost per square foot is attached.
This project is projected to cost approximately $12,000,000, and is further
projected to contain approximately 52,260 square feet of psychiatric hospital and
related space. The construction costs are projected to be approximately $153
per square foot.

The proposed SBH-Kingsport will be a one-story, 52,263 SF facility serving acute
psychiatric and chemical dependency patients. The structure is type VA
construction with the following occupancies: Institutional (I-2) at patient units,
Assembly (A-2) at the Dining Room, Assembly (A-3) at the Gym, Education (E) at
the classrooms, and Business (B) at the administrative, assessment and
outpatient suites. The building structure consists of spread footings (unless the
soil report dictates otherwise), concrete slab-on-grade, load-bearing steel studs,
and pitched wood roof trusses. The exterior walls are clad in two colors of brick,
the roof is asphalt shingles, and the glazing is frosted in patient areas to protect
patient privacy. On-site parking is provided per local zoning guidelines. A
covered ambulatory entrance is also included.

5
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Each patient room is double-occupancy and is served by an adjacent bathroom
with shower, toilet and lavatory. The 16-bed geriatric unit contains a living room,
group room, doctor office, seclusion room with dedicated toilet room, and a
centrally-located nurses’ station. The additional 56 inpatient beds are separated
into four units — two with 18 beds and two with 10 beds. Each unit houses a
dayroom and consultation office. Two acute units share a nurses’ station, med
room, and seclusion room with dedicated toilet room. The nurses’ station is
located so that the nursing staff can maintain visual control over both units while
preserving acoustic separation to protect patient privacy.

Child and Adolescent patients are served by two classrooms. There is a full-
service kitchen and adjacent dining room that can be divided into two separate
spaces. A gymnasium with basketball goal is available for all patients.

The administrative, assessment and outpatient suites are individually secure
from each other and the rest of the building. The assessment suite includes
rooms dedicated to patient assessment, financial counseling, and private family
waiting. The outpatient suite houses therapy offices, and group rooms. The
administrative suite includes offices and a large conference area.

All fixtures, hardware and finishes have been selected with patient safety as the
critical factor. Plumbing fixtures, door hardware, shower curtain hangers, and
fumiture are specified to be anti-ligature. All patient room windows are protected
from the interior with polycarbonate. Corridor and patient room walls are
protected below the chair rail with FRP panels. Even with these measures in
place, great care has been taken to create a welcoming, comfortable
environment with a residential feel for patients and staff. )

The design meets local building codes as well as regulations set forth by the
Tennessee Department of Health.

No major medical equipment will be purchased for this project.

Identify the number and type of beds increased, decreased, converted, relocated,
designated, and/or redistributed by this application. Describe the reasons for
change in bed allocations and describe the impact the bed change will have on
the existing services.

RESPONSE: This project involves development of an inpatient psychiatric
hospital that is projected to contain 18 adult psychiatric beds, 16 geropsychiatric
beds, 28 child and adolescent psychiatric beds, and 10 chemical dependency
beds. Thus, it will have a total of 72 licensed inpatient psychiatric hospital beds
when the project is completed. It does not have any existing services in this
service area.

The applicant has chosen to seek the establishment of 28 child and adolescent
psychiatric beds because, to the best of its knowledge, there are no dedicated
child and adolescent psychiatric beds reported for this service area. Thus, these
beds will, in a dedicated fashion, meet the extensive need which exists in the
service area for such dedicated resources to serve the inpatient behavioral
health needs of children and adolescents in the service area.
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Furthermore, until 2009, a 61-bed psychiatric hospital existed in Kingsport,
Tennessee. This was Indian Path Pavilion, which was closed down in
approximately 2009 as part of a CON project whereby an additional nine adult
psychiatric beds were opened at the Woodridge Psychiatric facility in Johnson
City, in Washington County, which is not in this service area. The owner of
Woodridge, Mountain States Health Alliance ("MSHA"), having acquired Indian
Path Pavilion a number of years earlier, closed it sometime around 2009. Thus,
for a number of years, there have been no sizeable provider of inpatient
psychlatric beds anywhere in this five-county service area that is proposed for

this project.
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As the applicant, describe your need to provide the following health care services
(if applicable to this application):

Adult Psychiatric Services
Alcohol and Drug Treatment for Adolescents (exceeding 28 days)

1
2
3 Birthing Center

4, Burn Units

5. Cardiac Catheterization Services

6 Child and Adolescent Psychiatric Services

7 Extracorporeal Lithotripsy

8 Home Health Services

9. Hospice Services

10. Residential Hospice

11. ICF/MR Services

12. Long-term Care Services

13. Magnetic Resonance Imaging (MRI)

14, Mental Health Residential Treatment

15. Neonatal Intensive Care Unit

16. Non-Residential Methadone Treatment Centers
17.  Open Heart Surgery

18. Positron Emission Tomography

19. Radiation Therapy/Linear Accelerator

20. Rehabilitation Services

21. Swing Beds

RESPONSE: The applicant, SBH, proposes to initiate adult psychiatric as well
as child and adolescent psychiatric services, along with beds for each, at this
proposed new facility. As noted above, Indian Path Pavilion does not provide
inpatient psychiatric bed services now, and has not done so for a number of

years.

Also, the applicant is informed that northeast Tennessee, unlike most of the other
regions of the state, does not have a government owned and operated mental
health facility. Thus, SBH will be contributing additional resources, personnel
and funding to meeting the need for inpatient behavioral services, especially for
children and adolescents, in this service area, after this proposal is approved and
the project is completed.

Describe the need to change location or replace an existing facility.
RESPONSE: Not applicable.

Describe the acquisition of any item of major medical equipment (as defined by
the Agency Rules and the Statute) which exceeds a cost of $1 .5 million; and/or
is a magnetic resonance imaging (MR!) scanner, positron emission tomography
(PET) scanner, extracorporeal lithotripter and/or linear accelerator by responding
to the following:

1 For fixed-site major medical equipment (not replacing existing
equipment):
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a. Describe the new equipment, including:
1. Total cost; (As defined by Agency Rule).
2. Expected useful life,
3. List of clinical applications to be provided; and
4, Documentation of FDA approval.
RESPONSE: Not applicable.
b. Provide current and proposed schedules of operations.

RESPONSE: Not applicable.

For mobile major medical equipment:

a List all sites that will be served,

b. Provide current and/or proposed schedule of operations;
c. Provide the lease or contract cost.

d. Provide the fair market value of the equipment; and

e. List the owner for the equipment.

RESPONSE: Not applicable.

Indicate applicant's legal interest in equipment (i.e., purchase, lease, etc.)
In the case of equipment purchase include a quote and/or proposal from
an equipment vendor, or in the case of an equipment lease provide a
draft lease or contract that at least includes the term of the lease and the
anticipated lease payments.

RESPONSE: Not applicable.

Attach a copy of the plot plan of the site on an 8 1/2” x 11" sheet of white paper
which must include:

1.
2.
3.

4,

Size of site (In acres),

Location of structure on the site; and

Location of the proposed construction.

Names of streets, roads or highway that cross or border the site.

Please note that the drawings do not need to be drawn to scale. Plot
plans are required for all projects.

RESPONSE: The requested plot pian is attached. Executive Park Boulevard
dead-ends at the site, which lies south of the Executive Park Boulevard
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intersection with East Stone Drive in Kingsport, Tennessee. The site's acreage is
approximately 9.7 acres.

B. Describe the relationship of the site to public transportation routes, if any, and to
any highway or major road developments in the area. Describe the accessibility
of the proposed site to patients/clients.

RESPONSE: SBH-Kingsport, LLC will be located on undeveloped land at the
end of Executive Park Boulevard in Kingsport, Tennessee. The site is very close
to one of the major highway intersections in Kingsport — the intersection of East
Stone Drive and North John B. Dennis Highway.

iv. Attach a floor plan drawing for the facility which includes legible labeling of patient care
rooms (noting private or semi-private), ancillary areas, equipment areas, etc. on an 8
1/2" x 11" sheet of white paper.

RESPONSE: The requested floor plans are attached.
NOTE: DO NOT SUBMIT BLUEPRINTS. Simple line drawings should be submitted and need
not be drawn to scale. P
V. For a HoTe Health Agency or Hospice, identify:
Existing .service area by County;
Proposed service area by County;
A parent or primary service provider,

Existing branches; and

m o o w »

Proposed branches.

RESPONSE: Not applicable.

1
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SECTION C: GENERAL CRITERIA FOR CERTIFICATE OF NEED

In accordance with Tennessee Code Annotated § 68-11-1609(b), “no Certificate of Need shall
be granted unless the action proposed in the application for such Certificate is necessary to
provide needed health care in the area to be served, can be economically accomplished and
maintained, and will contribute to the orderly development of health care.” The three (3) criteria
are further defined in Agency Rule 0720-4-.01. Further standards for guidance are provided in
the state health plan (Guidelines for Growth), developed pursuant to Tennessee Code
Annotated §68-11-1625.

The following questions are listed according to the three (3) criteria: (I) Need, (If) Economic
Feasibility, and (1ll) Contribution to the Orderly Development of Health Care. Please respond to
each question and provide underlying assumptions, data sources, and methodologies when
appropriate. Please type each question and its response on an 8 1/2” x 11" white paper. All
exhibits and tables must be attached to the end of the application in correct sequence
identifying the question(s) to which they refer. If a question does not apply to your project,
indicate “Not Applicable (NA).”

QUESTIONS
NEED

1. Describe the relationship of this proposal toward the implementation of the State Health
Plan and Tennessee's Health: Guidelines for Growth.

A Please provide a response to each criterion and standard in Certificate of Need
Categories that are applicable to the proposed project. Do not provide responses
to General Criteria and Standards (pages 6-9) here.

RESPONSE: The applicant's responses to the individual criteria for this project in the
Guidelines for Growth are set forth below.

Psychiatric Inpatient Services

A. Need

1. The population-based estimate of the total need for psychiatric inpatient
services is 30 beds per 100,000 general population (using population
estimates prepared by the Department of Health and applying the data in
Joint Annual Reports).

RESPONSE: The total population of the five-county service area, Sullivan and Hawkins
Counties Tennessee and Wise, Scott and Lee Counties in Virginia, is approximately
305,657, according to recent Census Bureau and Tennessee Department of Health
data. At the rate of 30 beds per 100,000 population, there is a need for approximately
90 beds and in this five-county service area.

Sullivan County is by far the most populous county in the service area, with a 2014
population of nearly 159,000 people. If the need for Sullivan and Hawkins Counties only
were considered separately, there would be approximately 216,484 people in that
service area. These two counties alone would generate a need for more than 62
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inpatient psychiatric beds, according to the Guidelines for Growth formula (excluding the
population 4 years of age and under).

In the service area, according to the applicant's best information, there are only 12
inpatient psychiatric beds located at Bristol Regional Medical Center. Thus, there is a
need for 78 additional inpatient psychiatric hospital beds for this service area, as

calculated by the 30 beds per 100,000 general population need formula in the
Guidelines for Growth.

2. For adult programs, the age group of 18 years and older should be used in
calculating the estimated total number of beds needed.

RESPONSE: Available population data charts break out the population according to the
chart below, in age brackets that run from 15 to 19 for adolescents. The applicant has
analyzed the need for adult beds for the population cohorts age 19 through 64, as shown
on the chart below. As this chart indicates, there are approximately 186,000 adults in
the service area. When the need standard in Guidelines for Growth of 30 beds per
100,000 population is applied, the needed beds figure amounts to 55.8 adult beds, which
would be 56 beds rounded off. Currently, as noted above, there are 12 inpatient
psychiatric adult beds at Bristol Regional Medical Center in Bristol, Tennessee.
Therefore, according to this formula, there are 44 additional adult inpatient psychiatric
beds needed for the service area. This application seeks 18 such beds; therefore, this
application satisfies this criterion. The population data in the cart below are from two
sources: the Tennessee data for Sullivan and Hawkins County are from the Tennessee
Department of Health's 2013 Population Projections 2010-2020, while the data for the
Virginia counties of Wise, Scott and Lee are from the U.S. Census Bureau's 7/1/2012
County Characteristics Resident Population Estimates.

This application also plans to establish 16 geropsychiatric beds. The age 65 and over
population of the service is approximately 60,650 individuals. This yields a need for 18.2
geropsychiatric beds, according to the need formula. The applicant seeks 16
geropsychiatric beds, thus the need for those beds in this service area is justified under
the Guidelines for Growth.

Age Brackets: Population of Service Area

County Ages 514 | Ages 15-19 | Ages 19-64 | Ages 65+ Totals
Sullivan 16,775 9,398 92,651 33,325 152,149
Hawkins 6,597 3,617 33,682 11,259 55,055
Wise, VA 4,683 2,682 26,117 6,028 39,510
Scott, VA 2,422 1,213 18,175 4,656 26,466
Lee, VA 1,475 1,355 15,637 5,382 23,749
Totals: 31,952 18,265 186,062 60,650 296,929

3. For child inpatient under age 13, and if adolescent program the age group of
13-17 should be used.
RESPONSE: Given the way the population data is available, the applicant has

examined the population service area in two age ranges as shown in the chart above:
ages 5 through 14 and ages 15 through 19. The ages 5 through 14 yields a total
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population of the service area for this age group as 31,952, which yields a need of 9.6
beds.

Similarly, the adolescent age group of ages 15 through 19 yields a population total of
18,265 individuals. This yields, under the Guidelines for Growth need formula, a need
for 5.5 beds. Thus, for children and adolescents there is a net need of 15.1beds, which
yields a practical need of 16 beds in this service area. The applicant believes that, given
the paucity of dedicated adolescent psychiatric hospital beds in the upper east
Tennessee, southwestern Virginia area, it will draw additional utilization for this service
from counties outside the primary service area.

4. These estimates for total need should be adjusted by the existent staffed
beds operating in the area as counted by the Department of Health in the
Joint Annual Report.

RESPONSE: As shown in the above responses, there are only 12 existing inpatient
psychiatric hospital beds in the service area, according to the applicant's best
information. Therefore, there is a significant need for the additional beds as set forth in
this application.

B. Service Area

1. The geographic service area should be reasonable and based on an optimal
balance between population density and service proximity or the Community
Service Agency.

RESPONSE: As noted above, the Tennessee counties of Sullivan and Hawkins account
for more than 70% of the population in the service area. Given Kingsport's prominence
in the service area as the largest city in this region as well as the service area, and
Sullivan County's status as the most populous county in the service area, it is entirely
appropriate for this hospital to be based in the most densely populated area of the
service area, in Kingsport, Tennessee. Furthermore, Kingsport shares geography and
economic links with the counties to its north and west in southwestern Virginia.
Therefore, the population area is reasonable, given the mountainous nature of this
region.

2. The relationship of the socio-demographics of the service area, and the
projected population to receive services, should be considered. The
proposal's sensitivity to and responsiveness to the special needs of the
service area should be considered including accessibility to consumers,
particularly women, racial and ethnic minorities, low income groups, and
those needing services involuntarily.

RESPONSE: The applicant will accept involuntary and voluntary admissions to its
inpatient psychiatric beds. There is also a great need for service to low income groups
and individuals suffering from chemical dependency. People needing chemical
dependency inpatient services are a group for whom there are no other dedicated beds
in the service area, to the best of the information of the applicant. The socio
demographics of the service area are shown in the attached population reports.
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C. Relationship to Existing Applicable Plans

1. The proposal's relationship to policy as formulated in state, city, county,
and/or regional plans and other documents should be a significant

consideration.

RESPONSE: As shown above, this project is consistent with the Guidelines for Growth's
numerical and need analysis. It will provide much needed investment in inpatient
psychiatric facilities in the northeastern Tennessee area, given the closure of the Indian
Path Pavilion psychiatric hospital in 2009, and the closure of Lakeshore Mental Health
Institute in Knoxville in 2012, which had included Sullivan and Hawkins Counties in its

service area.

2. The proposal's relationship to underserved geographic areas and
underserved population groups as identified in state,, city, county and/or
regional plans and other documents should be a significant consideration.

RESPONSE: As noted above, this mountainous area of northeastern Tennessee and
southwestern Virginia is underserved in terms of inpatient psychiatric hospital beds. The
applicant has received significant support from individuals in the area who believe there
is a need for additional inpatient psychiatric services. That there are only 12 inpatient
psychiatric beds in the service area also indicates that it is an underserved area with an

underserved population.

3. The impact of the proposal on similar services supported by state
appropnatlons ‘should be assessed and considered.

RESPONSE: The applicant will accept TennCare patients and referrals. However,
because of certain restrictions in the Medicaid program, the applicant will not be able to
accept adult TennCare admissions, until as the applicant hopes will occur soon, the
Medicare regulations preventing such acceptance are altered. However, the majority of
TennCare patients are under 21.

4. The proposal's relationship to whether or not the facility takes voluntary
and/or involuntary admissions, and whether the facility serves acute and/or
long-term patients, should be assessed and considered.

RESPONSE: As indicated above, the applicant will accept voluntary and involuntary
admissions. It is familiar with the involuntary admission process and issues; its parent
company supports similar processes in other states at its other inpatient psychiatric
hospitals.

5. The degree of projected financial participation in the Medicare and TennCare
programs should be considered.

RESPONSE: The applicant does intend to accept all available TennCare admissions,
and will accept Medicare admissions as well. Therefore, the applicant anticipates
significant Medicare and TennCare utilization and financial participation. Its TennCare
utilization is projected to be 38% of charges while its projected Medicare utilization is

projected to be 20% of charges.
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D. Relationship to Existing Similar Services in the Area

1. The area’s trends in occupancy and utilization of similar services should be
considered.

RESPONSE: As noted above, there is only one other location in the service area which
provides inpatient psychiatric services: Bristol Regional Medical Center in Bristol,
Tennessee. Bristol is located at the eastemn end of Sullivan County, whereas Kingsport
is on the western side of Sullivan County. The applicant does not foresee significant
impact on this project on the Bristol BRMC inpatient psych beds given the complete
absence of these services in the Kingsport area currently, or in any of the other counties
in the projected service area.

2. Accessibility to specific special need groups should be an important factor.

RESPONSE: As noted, the applicant will accept involuntary admissions. Therefore, the
mentally infirm will be eligible to receive treatment at this facility.

E. Feasibility

The ability of the applicant to meet Tennessee Department of Mental Health licensure
requirements (related to personnel and staffing for psychiatric inpatient facilities) should

be considered.

RESPONSE: The applicant will meet all applicable licensure regulations of the
Tennessee Department of Mental Health and Substance Abuse Services, as well as any
required by the Department of Health. It also intends to be accredited by the Joint
Commission. It will meet all applicable licensure for all applicable personnel and staffing
requirements for inpatient psychiatric facilities.

B. Applications that include a Change of Site for a health care institution, provide a
response to General Criterion and Standards (4)(a-c)

RESPONSE: Not applicable.

Describe the relationship of this project to the applicant facility's long-range development
plans, if any.

RESPONSE: This is a new facility. However, it is the first facility in Tennessee to be
sought to be developed by Strategic Behavioral Health, LLC, which is a provider of
mental health services in a number of other states. Strategic Behavioral Health, LLC is
based in Memphis, Tennessee, and considers the development of a Tennessee facility
to be essential to its long-range development plan.

Identify the proposed service area and justify the reasonableness of that proposed area.
Submit a county level map including the State of Tennessee clearly marked to reflect the
service area. Please submit the map on 8 1/2” x 11” sheet of white paper marked
only with ink detectable by a standard photocopier (i.e., no highlighters, pencils,

etc.).

RESPONSE: The proposed service area consists of the Tennessee counties of Sullivan
and Hawkins, and the Virginia counties of Wise, Scott and Lee. The proposed service
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area maps are attached. The applicant plans to establish this facility in this most
popuious town in the most populous county in the service area. Its location is
convenient to residents of Hawkins County, as well as to residents of Wise, Scott, and
Lee Counties in Virginia. These counties form a service area which looks to facilities in
Kingsport for service. It also constitutes an area that has very few inpatient psychiatric
beds. It needs this project.

A. Describe the demographics of the population to be served by this proposal.

RESPONSE: The demographics of the service area are as demonstrated in the
attached population data tables.

B. Describe the special needs of the service area population, including health
disparities, the accessibility to consumers, particularly the elderly, women, racial
and ethnic minorities, and low-income groups. Document how the business plans
of the facility will take into consideration the special needs of the service area
population.

RESPONSE: See the responses to the Guidelines for Growth criteria above. Also,
according to the publication of the National Institute of Mental Health ("NIMH") entitled
"The Numbers Count: Mental Disorders in America", over 26% of Americans 18 and
older suffer from a diagnosable mental disorder in any given year. Furthermore, NIMH
states that 6% of the population suffers from a serious mental iliness, and mental
disorders are the leading cause of disability in the U.S. These same conditions apply to
the population of this project's service area,

Describe the existing or certified services, including approved but unimplemented CONs,
of similar institutions in the service area. Include utilization and/or occupancy trends for
each of the most recent three years of data available for this type of project. Be certain
to list each institution and its utilization and/or occupancy individually. Inpatient bed
projects must include the following data: admissions or discharges, patient days, and
occupancy. Other projects should use the most appropriate measures, e.g., cases,
procedures, visits, admissions, etc.

RESPONSE: As noted above, there is only one other provider of inpatient psychiatric
services in the service area: Bristol Regional Medical Center in Bristol, Tennessee. |t
reports having 12 adult psychiatric beds. According to the DOH Office of Health
Statistics, in 2011, BRMC had 335 psychiatric admissions, which generated 2,448
patient days.

Its reported utilization for the past three years as shown in BRMC's Joint Annual Reports
for the respective years, differs significantly, and apparently does not reflect the
utilization of its 12 psychiatric beds:

Drug/Alcohol Drug/Alcohol Psychiatric Psychiatric
Year Admissions Patient Days Admissions Patient Days
2012 57 200 44 184
2011 42 146 62 266
2010 43 116 40 195
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6. Provide applicable utilization and/or occupancy statistics for your institution for each of
the past three (3) years and the projected annual utilization for each of the two (2) years
following completion of the project. Additionally, provide the details regarding the
methodology used to project utilization. The methodology must include detailed
calculations or documentation from referral sources, and identification of all
assumptions.

RESPONSE: This project is for the establishment of a new inpatient psychiatric hospital.
There is no historical utilization. The utilization projected for the first two years following
the completion of this project is as set forth below:
Month Year 1 Year 2
January 3.9 38.7
February 6.4 40.3
March 11.6 40.6
April 18.0 44.0
May 19.4 44.5
June 24.0 48.4
July 27.1 48.4
| August 31.0 50.3
September 34.0 51.2
October 34.8 50.3
November 38.0 52.8
December 38.7 52.3
Total Average ADC 23.8 _46.8
ECONOMIC FEASIBILITY
1. Provide the cost of the project by completing the Project Costs Chart on the following

page. Justify the cost of the project.

All projects should have a project cost of at least $3,000 on Line F. (Minimum CON
Filing Fee). CON filing fee should be calculated from Line D. (See Application
Instructions for Filing Fee).

The cost of any lease (building, land, and/or equipment) should be based on fair
market value or the total amount of the lease payments over the initial term of the
lease, whichever is greater. Note: This applies to all equipment leases including by
procedure or “per click” arrangements. The methodology used to determine the total
lease cost for a "per click" arrangement must include, at a minimum, the projected
procedures, the "per click” rate and the term of the lease.

The cost for fixed and moveable equipment includes, but is not necessarily limited to,
maintenance agreements covering the expected useful life of the equipment; federal,
state, and local taxes and other government assessments; and installation charges,
excluding capital expenditures for physical plant renovation or in-wall shielding,
which should be included under construction costs or incorporated in a facility lease.

For projects that include new construction, modification, and/or renovation;
documentation must be provided from a contractor and/or architect that support the
estimated construction costs.
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: The projected cost report is attached. The documentation from the
architect and contractor requested are attached hereto.
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PROJECT COSTS CHART
A. Construction and equipment acquired by purchase:
1. Architectural and Engineering Fees $267,000
2. Legal, Administrative (Excluding CON Filing Fee), $75,000
Constuitant Fees
3. Acquisition of Site $925,000
4, Preparation of Site $675,000
b. Constiruction Cosis $8:000.002
6. Contingency Fund $200,000
7. Fixed Equipment (Not included in Construction Contract) $660,000
8. Moveable Equipment (List all equipment over $50,000) $100,000
9, Other (Specify) N/A N/A
B. Acquisition by gift, donation, or lease:
1. Facility (inclusive or building and land) N/A
2. Building only N/A
3. Land only N/A
4, Equipment (Specify) Copier $2.000
5. Other (Specify) N/A
C. Financing Costs and Fees:
1. Interim Financing $150,000
2. Underwriting Costs $75,000
3. Reserve for One Year's Debt Service N/A
4, Other (Specify) Build Year Operating Cost $562.607
D. Estimated Project Cost
(A+B+C) $11.691,609
E. CON Filing Fee $26.306
F.  Total Estimated Project Cost
(D+E) 11,717,915
TOTAL $11,717.915
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2. Identify the funding sources for this project.

A. Please check the applicable item(s) below and briefly summarize how the project
will be financed. (Documentation for the type of funding MUST be inserted
at the end of the application, in the correct alpha/numeric order and
identified as Attachment C, Economic Feasibility-2).

OOA. Commercial loan - Letter from lending institution or guarantor stating
favorable initial contact, proposed loan amount, expected interest rates,
anticipated term of the loan, and any restrictions or conditions;

OB. Tax-exempt bonds - Copy of preliminary resolution or a letter from the
issuing authority stating favorable initial contact and a conditional
agreement from an underwriter or investment banker to proceed with the
issuance;

OC. General obligation bonds--Copy of resolution from issuing authority or
minutes from the appropriate meeting.

OD. Grants--Notification of Intent form for grant application or notice of grant
award; or

®E. Cash Reserves--Appropriate documentation from Chief Financial Officer.
®@F. Other--ldentify and document funding from all other sources.
RESPONSE: The funding source letter for this project is attached hereto.

3. Discuss and document the reasonableness of the proposed project costs. If applicable,
compare the cost per square foot of construction to similar projects recently approved by
the Health Services and Development Agency.

RESPONSE: The project costs for establishing this new inpatient psychiatric facility are
reasonable. The cost per square foot of construction is approximately $153. This
compares favorably with recent projects approved by the Health Services and
Development Agency.

4. Complete Historical and Projected Data Charts on the following two pages--Do not
modify the Charts provided or submit Chart substitutions! Historical Data Chart
represents revenue and expense information for the last three (3) years for which
complete data is available for the institution. Projected Data Chart requests information
for the two (2) years following the completion of this proposal. Projected Data Chart
should reflect revenue and expense projections for the Proposal Only (i.e., if the
application is for additional beds, including anticipated revenue from the proposed beds
only, not from all beds in the facility).

RESPONSE: As noted, this is a new facility, therefore, there is no historical data for it.
The requested Projected Data Chart is attached hereto.

8, Please identify the project’s average gross charge, average deduction from operating
revenue, and average net charge.
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RESPONSE: The project's average gross charge is $1,578; its average deduction from
operating revenue is $979, and its average net charge is $599.
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HISTORICAL DATA CHART

N/A
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Give information for the last three (3) years for which complete data are available for the facility

or agency. The fiscal year begins in (Month).

A. Utilization Data (Specify unit of measure)
B. Revenue from Services to Patients

1. Inpatient Services

2. Outpatient Services
3. Emergency Services
4

Other Operating Revenue
(Specify)

Gross Operating Revenue

C. Deductions from Gross Operating Revenue
1. Contractual Adjustments
2. Provision for Charity Care
3. Provisions for Bad Debt

Total Deductions

NET OPERATING REVENUE

D. Operating Expenses

Salaries and Wages
Physician's Salaries and Wages
Supplies

Taxes

Depreciation

Rent

Interest, other than Capital
Management Fees:

a. Fees to Affiliates

b. Fees to Non-Affiliates
9. Other Expenses (Specify)

Total Operating Expenses
E. Other Revenue (Expenses) — Net (Specify)
NET OPERATING INCOME (LOSS)
F. Capital Expenditures

1. Retirement of Principal
2. Interest

ON®O RN =

Total Capital Expenditures

NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES

23

Year Year____ Year
$ S $
$ $ $
$ $ $
$ $ $
$ $ $
$ $ 3
$ $ $
$ $ 3.
$ $
$ $ 3
$ $ $
$ $ $
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PROJECTED DATA CHART

SUPPLEMENTAL- # 1

January 29, 2014
3:10pm

Give information for the two (2) years following the completion of this proposal. The fiscal year

begins in

A.
B.

January

(Month).

Utilization Data (Specify unit of measure) patient days
Revenue from Services to Patients

1. Inpatient Services

2. Outpatient Services
3. Emergency Services
4

Other Operating Revenue (Specify)_N/A

Gross Operating Revenue

Deductions from Gross Operating Revenue

1. Contractual Adjustments
2. Provision for Charity Care

3. Provisions for Bad Debt

NET OPERATING REVENUE

D.

E.

F.

Operating Expenses
Salaries and Wages

Supplies
Taxes
Depreciation
Rent

©® N O Ok 0N =

Management Fees:
a. Fees to Affiliates

Total Deductions

Physician’s Salaries and Wages

Interest, other than Capital

b. Fees to Non-Affiliates
9. Other Expenses (Specify) Utilities/ins/travel/repairs/

advertising/purchased serv

Total Operating Expenses

Other Revenue (Expenses) -- Net (Specify)
NET OPERATING INCOME (LOSS)

Capital Expenditures
1. Retirement of Principal

2. Interest

Total Capital Expenditures

NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES

24

Year 1
8,700

$13,728,600

Year 2
17,100

$26,983,800

426,000 1,040,000
0 0

0 0

$14,154 600 $28,023,800
$8,5621.215 $16,748,595
686,430 1,349,190
162,612 322,656
$9,370,257 $18,420,441
$4,784,343  $9.603,359
$3,388,492 $5,628,936
150,000 150,000
405,000 786,600
60,000 60,000
414,056 414,056
24,000 24,000

N/A N/A

N/A N/A

NA NA
843,108 1,057,692
35,284,656 $8,121,284
N/A N/A
$<500,313> $1,482.075
$380,000 $366,879
454,027 438,343
$834,027 $805,222
$<1,334,340> $676.853
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A Please provide the current and proposed charge schedules for the proposal.
Discuss any adjustment to current charges that will result from the
implementation of the proposal. Additionally, describe the anticipated revenue
from the proposed project and the impact on existing patient charges.

RESPONSE: There is no current charge schedule for this facility since it has not
been constructed yet. Its proposed charges are as follows:

Adult psychiatric average inpatient charge per day: $1,578
Geropsychiatric average inpatient charge per day: $1,578
Child and adolescent average inpatient charge per day: $1,578
Chemical dependency average inpatient charge per day: $1,578

These charges compare favorably with charges for other inpatient psychiatric
facilities that can be ascertained from the records of the HSDA.

B. Compare the proposed charges to those of similar facilities in the service
area/adjoining service areas, or to proposed charges of projects recently
approved by the Health Services and Development Agency. If applicable,
compare the proposed charges of the project to the current Medicare allowable
fee schedule by common procedure terminology (CPT) code(s).

RESPONSE: See response to Question A above.
Discuss how projected utilization rates will be sufficient to maintain cost-effectiveness.

RESPONSE: Given the need for additional psychiatric inpatient services in the service
area, especially for children, the applicant projects that its utilization rates are sufficient
to maintain cost effectiveness of the facility. The applicant has significant experience in
starting and establishing inpatient psychiatric facilities in other states. The number of
psychiatric beds it proposes to build here (72) take into account economies of scale
superior to those of smaller-scale units in general acute-care hospitals. This has been
Strategic Behavioral Health's experience in its numerous other hospitals.

Discuss how financial viability will be ensured within two years; and demonstrate the
availability of sufficient cash flow until financial viability is achieved.

RESPONSE: As noted above, given the applicant's experience in other states, it is
confident that financial viability will be ensured within two years and positive cash flow
will develop in the second year. The applicant's financial analysis has taken into account
any short-term losses that may occur during ramp-up. Strategic Behavioral Health has a
corporate philosophy of patient capital investment, as evidenced by the numerous
startup hospital projects it has completed over the last eight years.

Discuss the project’s participation in state and federal revenue programs including a
description of the extent to which Medicare, TennCare/Medicaid, and medically indigent
patients will be served by the project. In addition, report the estimated dollar amount of
revenue and percentage of total project revenue anticipated from each of TennCare,
Medicare, or other state and federal sources for the proposal’s first year of operation.
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RESPONSE: The applicant plans to participate in Medicare and TennCare. It also will
provide services to medically indigent patients. The applicant projects that in its first
year of operations, its estimated actual revenue received from TennCare will be
approximately $1,818,300 which constitutes approximately 38% of its revenue for that
year. It further projects that in its first year of operation, its estimated actual revenue
received from Medicare will be $1,305,000 which constitutes approximately 27% of its
revenue for that year.

10. Provide copies of the balance sheet and income statement from the most recent
reporting period of the institution and the most recent audited financial statements with
accompanying notes, if applicable. For new projects, provide financial information for the
corporation, partnership, or principal parties involved with the project. Copies must be
inserted at the end of the application, in the correct alpha-numeric order and labeled as
Attachment C, Economic Feasibility-10.

RESPONSE: SBH-Kingsport, LLC is a new entity. Its corporate documentation is
attached. The requested financial documentation for its parent company, Strategic
Behavioral Health, is attached.

11. Describe alternatives to this project which were considered and discuss the advantages
and disadvantages of each alternative including but not limited to:

A. A discussion regarding the availability of less costly, most effective, and/or more
efficient alternative methods of providing the benefits intended by the proposal. If
development of such alternatives is not practicable, the applicant should justify
why not; including reasons as to why they were rejected.

RESPONSE: The applicant has reviewed the closing of psychiatric beds in the broader
East Tennessee area that has gone on for a number of years, including at Indian Path
Pavilion in 2009. Given that, the applicant is confident that there are no less costly,
more effective, more efficient ways of providing the benefits of inpatient psychiatric beds
other than by constructing a new facility. Strategic Behavioral Health has analyzed this
issue in other contexts, and found that freestanding psychiatric hospitals operate on a
significantly lower cost per patient day than acute hospital psychiatric units or state-run

psychiatric facilities.

B. The applicant should document that consideration has been given to alternatives
to new construction, e.g., modernization or sharing arrangements. It should be
documented that superior alternatives have been implemented to the maximum
extent practicable.

RESPONSE: The applicant has no facilities in east Tennessee to modemize. It does
not believe that any other providers in east Tennessee would engage in sharing
arrangements with it, since it is a new provider in the area. Further, sharing facilities is
not likely to occur, since there are no other freestanding psychiatric hospital facilities in

its service area.

(l1l.) CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTH CARE

1. List all existing health care providers (e.g., hospitals, nursing homes, home care
organizations, etc.), managed care organizations, alliances, and/or networks with which
the applicant currently has or plans to have contractual and/or working relationships,
e.g., transfer agreements, contractual agreements for health services.
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RESPONSE: The applicant plans to have transfer agreements with local area hospitals,
such as Wellmont Holston Valley Medical Center in Kingsport. Strategic Behavioral
Health, the parent company of the applicant, reports that in every community in which it
provides cars, it has a history of working with all agencies and other providers to provide
a collaborative process to analyze and reduce barriers to access and service delivery.

In this service area, there are currently no freestanding psychiatric hospital beds, a
critical component of the mental and behavioral health continuum of care.

Describe the positive and/or negative effects of the proposal on the health care system.
Please be sure to discuss any instances of duplication or competition arising from your
proposal including a description of the effect the proposal will have on the utilization
rates of existing providers in the service area of the project.

RESPONSE: The applicant has noted repeatedly in this application, other than the 12
inpatient geropsychiatric beds at BRMC in eastern Sullivan County, Tennessee, there
are no other inpatient psychiatric beds, to the applicant's best knowledge, in this service
area. Furthermore, the population of the service area, when analyzed in terms of the
Guidelines for Growth's numerical formula, demonstrates a need for additional inpatient
psychiatric beds. Therefore, the applicant does not project that its project will have
significant impact on the utilization rates of any existing providers in the service area for
the project. Furthermore, by offering dedicated chemical dependency and child and
adolescent beds to the service area, the applicant will have a positive effect on the
behavioral healthcare system in the service area. )

Provide the current and/or anticipated staffing patterns for all employees providing
patient care for the project. This can be reported using FTEs for these positions.
Additionally, please compare the clinical staff salaries in the proposal to prevailing wage
patterns in the service area as published by the Tennessee Department of Labor &
Workforce Development and/or other documented sources.

RESPONSE: The requested staffing pattern information is attached hereto.

Discuss the availability of and accessibility to human resources required by the proposal,
including adequate professional staff, as per the Department of Health, the Department
of Mental Health and Developmental Disabilities, and/or the Division of Mental
Retardation Services licensing requirements.

RESPONSE: The applicant, as a subsidiary of a successful, Tennessee-based,
psychiatric hospital company, will have sufficient access to human resources required by
the proposal adequate to meet the requirements of the Mental Health and Substance
Abuse Services Department, or the Tennessee Department of Health, as applicable.

Verify that the applicant has reviewed and understands all licensing certification as
required by the State of Tennessee for medical/clinical staff. These include, without
limitation, regulations concerning physician supervision, credentialing, admission
privileges, quality assurance policies and programs, utilization review policies and
programs, record keeping, and staff education.

RESPONSE: The applicant understands and has reviewed all licensing and certification
requirements of the State of Tennessee for medical or clinical staff.

Discuss your health care institution's participation in the training of students in the areas
of medicine, nursing, social work, etc. (e.g., internships, residencies, etc.).
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RESPONSE: The applicant is plans to participate in the training of students in the area
of behavioral healthcare. It is open to collaborating with area nursing schools and other
healthcare training and education providers.

A Please verify, as applicable, that the applicant has reviewed and understands the
licensure requirements of the Department of Health, the Department of Mental
Health and Developmental Disabilities, the Division of Mental Retardation
Services, and/or any applicable Medicare requirements.

RESPONSE: The applicant has reviewed and understands the licensure
requirements of the Tennessee Department of Mental Health and Substance
Abuse Services and the Department of Health, as applicable.

B. Provide the name of the entity from which the applicant has received or will
receive licensure, certification, and/or accreditation.

Licensure: The applicant anticipates licensure from the Department of Mental
Health and Substance Abuse Services.

Accreditation: The applicant intends to obtain accreditation by the Joint
Commission.

C. If an existing institution, please describe the current standing with any licensing,
certifying, or accrediting agency. Provide a copy of the current license of the
facility.

RESPONSE: Not applicable.

D. For existing licensed providers, document that all deficiencies (if any) cited in the
last licensure certification and inspection have been addressed through an
approved plan of correction. Please include a copy of the most recent
licensure/certification inspection with an approved plan of correction.

RESPONSE: Not applicable.

Document and explain any final orders or judgments entered in any state or country by a
licensing agency or court against professional licenses held by the applicant or any
entities or persons with more than a 5% ownership interest in the applicant. Such

information is to be provided for licenses regardless of whether such license is currently
held.

RESPONSE: No such orders or judgments exist.

Identify and explain any final civil or criminal judgments for fraud or theft against any
person or entity with more than a 5% ownership interest in the project.

RESPONSE: There are no such civil or criminal judgments.

If the proposal is approved, please discuss whether the applicant will provide the
Tennessee Health Services and Development Agency and/or the reviewing agency
information concerning the number of patients treated, the number and type of
procedures performed, and other data as required.

RESPONSE: If approved, the applicant will provide the Tennessee Health Ser\}ices and
Development Agency and any other reviewing agency with the requested information.
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PROOF OF PUBLICATION

Attach the full page of the newspaper in which the notice of intent appeared with the
mast and dateline intact or submit a publication affidavit from the newspaper as proof of

the publication of the letter of intent.

DEVELOPMENT SCHEDULE

Tennessee Code Annotated § 68-11-1609(c) provides that a Certificate of Need is valid for
a period not to exceed three (3) years (for hospital projects) or two (2) years (for all other
projects) from the date of its issuance and after such time shall expire; provided, that the
Agency may, in granting the Certificate of Need, allow longer periods of validity for
Certificates of Need for good cause shown. Subsequent to granting the Certificate of
Need, the Agency may extend a Certificate of Need for a period upon application and
good cause shown, accompanied by a non-refundable reasonable filing fee, as
prescribed by rule. A Certificate of Need which has been extended shall expire at the end
of the extended time period. The decision whether to grant such an extension is within
the sole discretion of the Agency, and is not subject to review, reconsideration, or

appeal.
1. Please complete the Project Completion Forecast Chart on the next page. If the

project will be completed in multiple phases, please identify the anticipated
completion date for each phase.

2, If the response to the preceding question indicates that the applicant does not
anticipate completing the project within the period of validity as defined in the
preceding paragraph, please state below any request for an extended schedule
and document the "good cause” for such an extension.

Form HF0004
Revised 05/03/04

Previous Forms are obsolete

29

i
RN
]
*
kL.
gl

4]

=
o



55

' u’ﬂmes-wew-/'rnesd.y, December 10, 2913

— 410 00t
I Legals P———

***‘EIAVING t“;

'NOTIF N OF | T PLY

PO A SO LIS et SALE?
ﬁ 1o1the Hoalth Services and De- nﬁ"—-m&".’

and rties, in BOCOTdance
1-1801 ot Baq., and lg: Fules of the Hanlth
0 at:

37
p, . I #-

b o] THE thig —EJ profec 0
[ _{‘ A 0.0

The Bnticipated dalo of filing the appiication le:

The Person for this project la LIQUIDATION
' %mm ) t Q}HLGMEH_ EVERYTHING GOES.
. who may be.nlach!d at | Mmz-m&*m

; te 20y (COmPany Name)
a&:%‘ﬁ““"jlﬁ%ﬁl

te; { Dgct?de}
gqtmlgg
(Area Coda Phone Numberj - '

l;ponwruun bylnbnmmh..nloml
wct-Findin hesri hail be condictad,
mﬂmdmm%m&-mm:

423-612-8602
490 eqrr

SHOW
Sarvices Developmam gency D

H..'Ahﬁwn w lui:l'lng, 9th Fioor SALB—%CIE;I.}& j: 1
. Nashville, Tennessse 37243

The published Ls of Intent muet taln the fo
mantpguruuum ha;fc.ﬂ..ng &BﬂH% () 1‘). ’(ﬂ Any heaith
care Institution Wiahing 1o oppose Ca 0 applics-
tion mu::“ru: a wrfu:no q:itﬁrm the Hm?g)siwlca;nm
r:q:uarly lchtdm‘ocl! Health Sarviceg lgcv-

Ptﬁizl‘laha

h

BICYCLE, Trak 820

OO = MounTaln Track 29+ $150
e —— fng“u"“ u'ms%‘ h%&‘:.'ﬂf" - “""’423.430_9,9,
__ Legals I Legals (23 5 ot bathtup, 520 Baats & Ihr:n.
—— Furnishingg
i SUBSTITUTE TRUSTEE'S gaLE |
]

CLOSEOUT ggy 8t dealerg

cost, South Bay 2013 Pont
524CR, 115 K ;ﬂe oar

roury. Lake-
view Maring 23-323—%54

PONTOON - 1985 Rivi
C_I{utser 24 ft, hard fop, 2:‘3\‘

Salral public will be on Jany 16, 2014 at 10:00AM
loxl Nrﬁg. at tahu-wmrrum door, Sulilvan '&.ﬁ; Courthousa, 140
Blduniville ‘B , Blountvilfe, Tonnassse, conducted by She.

rd K;mcz?ﬁ'p S @ Trustee, Puisuant 1o Daed of
_”I"l Euutou Tony Wayland Vines, unmﬂiadzdoau Lfmaook
Linedh . Trustes, on ; al
lore G208 702; all of record n G Sullivan’ County Reglg.
1z Ohh

111$200 19~ Thick Full Size
Pl Mattress SET..
Never used, S In facto,
Ssaled plagiic, 423-785-8014

SET.
X Never Ugad, Still In factory
Fatty antitted to enforce seqy Intarest: PNC Bank, Nationa sealed plastic, 423-765-8014
As:w tion, its Buccassorg undr?u!qm Bl

I $80 Ful Size ]
Tho following real esiate located in Sullivan Couy , Tennes- Never Usad, Sy In
seg, will bengoid to the highest calf bidder subject Tovalf unpald Factory Sealed Plastic,
taxpa, prior llens ang SNcuUmbrances - Call 423-765-8014,
| 95 In the 11th Chvil District of Sullivan County, Tennasg-
s, to-wil: 1] %Ouam %‘::d km
] . Never 3
LOT 13, BLOCK 81 (arron slated as 81 In prior F Sealed Plaatic,
uug}. én'\"'ﬂocﬁ ch!smm oy f rocord iy ta&fﬁzs-?ssmu =
tha Offica far Sullivan Coyn at Blountville, Tennes- GUITAR - Fender Labrag
569, In Deed 107, at Page 403 being the same | KNG Pitlow 105 Mattrena got Acoustio w/bui-jn pick-up.
. s fo Tony Wayland Vines from veratta R NG‘;T "Sﬂ; ti in factory B;:% ‘23?‘ ?134&;”
0 and doed : aled 3 %
2004 of In the Registers 8‘1(:& for Sullivan” County af 423-765-8014
Bibuntvile, Tennesses in 2181C, Py, X KING s
Strest Addrass: 735 » Kingsport, Tennessse Vi%%;g" DESUl‘.fq i
Parcel Numbag: -K-024,00 dark oak finish $250
0r(s) of Property: Tony Wayland Vines 423-247-4368
Other Intg, riles: Lande, & Escrow LLC and Flrat
Thr%n::m Finay ,a dh;l:lon of Na‘;bm; crgy Bank of Iind!t;r;ra Legalt
mb._nrt:luddrugat 0 above degari p 8 bellaved

King ; Tonnumm%e? 60, but such
adiregs |g not part of 1he legal ascription of tha

d NP A oo o
!LMIH'and I the evant ot ~m..



S
oF

H‘i nlr_ﬁ
Ta=ed

56

< -
‘EFU
S B O )

DEC 137

PROJECT COMPLETION FORECAST CHART

Enter the Agency projected Initial Decision date, as published in T.C.A. § 68-11-1609(c); |3/26/14 |
Assuming the CON approval becomes the final agency action on that date; indicate the number of days

from t bgve agency decision date 10 cach phase of the completion forecast.

Anticipated Datc

Fhase DAYS
REQUIRED (MONTH/YEAR)

. Architectural and engingering contract signed 0 3/26/14 .

2, Ez:;g:z:;:ﬁr;go}ﬁgzms approved by the Tennessee l 214 | [foeAa J
3. _Construction contract signed 181 1 5/28!14 e
4._Building permit secured 183 | [er26r14 " |
5._Site preparation completed 214 - 10/26/14

6. Building construction commenced I220- B I l1-1.7..1/'14 '
7. Construction 40% complete 371 4/1/15.

8. _Construction 80% complete 524 - | lorirs |
9. Construction_100% complete (approved for oecupancy 585. L I11/1'I15 I
10. *Issuance of license I599 | |1'1/;15/15 [
[1. *Initiation of service lboo | [1i1ens |
12._Final Architectural Certification of Payment 615 - 12/1/15
|3._Final Project Report Form (HF0055) 629 | [2nsns |

" For projects that do NOT involve construction or renovation: Please complete items
10 and 11 only, '

Note: _ If litigation oceurs, the completion forecast will be adjusted at the time of the final
determination to reflect the actual issue date.
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B.IV. - Floor Plan
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C. Economic Feasibility 1. - Construction
Documentation
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I_SB PENGAGE DESIGN TRANSFORM
»

ARCHITECTURE

INTERIOR
AACHITECTURE

PLANNING

CHASLESTON
TIUMSA
SHREENVILLE
THASLOTIE
HALEIIH

W MINGTON

December 10, 2013

Chris Reid

Thomas Construction Group

1111 Military Cutoff Road, Suite 191
Wilmington, NC 28405

Strategic Behavioral Health Facility — Kingsport, TN

Dear Chris:

The following building codes are enforced in the City of Kingsport:

2006 International Building Code

2006 International Mechanical Code

2006 International Energy Conservation Code

2005 National Electrical Code

2002 North Carolina Handicap Code with 2004 Amendments
City of Kingsport Zoning Ordinance

2006 International Building Code

2006 International Plumbing Code

2006 International Mechanical Code

2006 International Gas Code

2006 NFPA 1, excluding NFPA S000

2006 NFPA 101 Life Safety Code

2005 National Electrical Code

2002 North Carolina Accessibility Code with 2004 Amendments
2010 Americans with Disabilities Act {ADA)

2010 AlA Guidelines for Design and Construction of Health Care Facilities
2007 ASHRAE Handbook of Fundamentals

If you need any additlonal information, please let me know.
Sincerely,

N Cyrare—

David E. Benham, AIA
Principal

2528 INDEPENDENCE BLVD, SUITE 200 WILMINGTON, NORTH CAROLINA 28412 910.780.9901 PH

The design of the new psychiatric treatment facility for Strategic Behavioral Health located in Kingsport,
Tennessee will meet applicable building codes and design standards set forth by the City of Kingsport and
the Tennessee Department of Health, Division of Health Care Facilities.

The Tennessee Department of Health, Division of Health Care Facilities enforces the following rules and
regulations:

910.790.3111 FAX » LS3P.COM
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i THOMAS

|CONSTRUCTION GROUP

December 9, 2013

Mr. Jim Shaheen

Strategic Behavioral Health

8295 Tournament Drive, Suite 201
Memphis, TN 38125

Re: Strategic Behavioral Health Facility - Kingsport, Tennessee

Dear Jim:

As your construction partner, Thomas Construction Group has extensive experience building your behavioral health
centers over the past 5 years. We are currently constructing projects for SBH in Las Vegas, Nevada, and College
Station, Texas.

We have reviewed the preliminary information prepared by LS3P for the proposed Kingsport, TN project, and the
“Project Costs Chart” contained in the Certificate of Need application for the above referenced project, specifically

Part A (“Construction and Equipment acquired by Purchase"). Based upon the information provided to us, the
amounts set forth in Part A of the “Project Costs Chart” (attached) appear appropriate at today's costs.

Sincerely,

AS CONSTRUCTION GROUP

Chrlstopher N. Re|d
President

CNR/js

cc: Mike Garone, SBH

Building on a Strong Foundation

1111 Military Cutoff Road - Suite 191 - Wilmington, NC 28405
(0) 910.799.2295 - (F) 910.799.2072
www.thomasconstructiongroup.com
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C. Economic Feasibility 2. - Finance Letter
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STRATEGIC

BEHAVIORAL HEALTH, LLC

December 11, 2013

Melanie M. Hill, Executive Director

Tennessee Health Services and Development Agency
Andrew Jackson State Office Building, Ninth Floor
500 Deaderick Street

Nashville, TN 37243

RE: SBH —Kingsport, LL.C Psychiatric Hospital Project

Dear Ms Hill:

The Kingsport, LLC Hospital project will be funded by a combination of cash,
accumulated earnings from operations and availability under our revolving line of credit.
As of November 30, 2013 Strategic Behavioral Health, LLC (parent company of SBH —
Kingsport, LLC) had $4.1 million in cash balances and $6.7 million available under its
$15.5 million revolving credit facility syndicated through Fifth Third Bank.

The current borrowing rate under this credit facility is LIBOR plus 3.50% and the
facility matures on May 20, 2018.

The combination of cash, availability under the credit facility and net cash flows
from existing operations are more than sufficient to provide the funding required for SBH
— Kingsport, LLC Psychiatric Hospital Project.

Please feel free to call me if you have any questions regarding this letter or if you
need any additional information.

Sincerely,

A 7 (L

Michael A. Orians
Vice President, Treasurer
Strategic Behavioral Health, LLC

8295 Tournament Drive, Suite 201 & Memphis, TN 38125
(901) 969-3100 ¢ Fax (901) 969-3120

January 29, 2014

3:10pm
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FIFTH THIRD BANK

December 12, 2013

Melanie M. Hill, Executive Director

Tennessee Health Services and Development Agency
Andrew Jackson State Office Building, Ninth Floor
500 Deaderick Street

Nashville, TN 37243

RE: SBH —Kingsport, LLC Psychiatric Hospital Project (the “Project”)

Dear Ms Hill:

Fifth Third Bank, as Agent for Strategic Behavioral Health, LLC (“SBH”), and its
affiliates including SBH — Kingsport, LLC, recently expanded its credit facility and
entered into an $80 million dollar syndicated credit facility in May 2013. Under the new
credit facility, SBH has a $15.5 million revolving credit loan available to fund, among
other things, future development projects such as this Project.

This letter is to provide assurance that Fifth Third Bank is familiar with the Project being
proposed for CON approval to better serve Kingsport and the surrounding communities.

Fifth Third Bank has a high degree of interest in financing the proposed Project. The
Bank anticipates providing both construction and permanent financing for the Project
through its revolver. It is the understanding of the Bank that the overall Project and
financing request will not exceed $12,000,000.

The interest rate on the loan would be based on LIBOR plus an applicable spread. The
current variable rate on the loan is approximately 3.75%.

Please feel free to call or email me directly if you have any questions regarding this letter
or if you need any additional information. We very much look forward to working with
you and SBH on the financing and completion of this Project.

Singerely,

-

Stephen C. Tayltor

Assistant Vice President

Fifth Third Bank — Healthcare Division
Phone: 615.687.3003

Email: stephen.taylorjr@53.com

—
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C. Economic Feasibility 10. - Balance Sheet and
Income Statement
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CONFIDENTIAL

STRATEGIC BEHAVIORAL HEALTH, LLC AND SUBSIDIARIES
Consolidated Statements of Assets, Liabilities and Members' Equity -
Modified Cash Basis
December 31, 2012 and 2011

2012 2011
ASSETS
Current assets
Cash and cash equivalents $ 2,820,508 $ 4,103,586
Accounts receivable, net of allowance for doubtful
accounts of $915,540 at 2012 and $264,197 at 2011 8,195,262 1,668,921
Inventories 67,931 26,138
Prepaid expenses 741,435 324,626
Total current assets 11,825,136 6,123,271
Property and equipment 48,843,897 31,722,773
Less accumulated depreciation (2,181,981) (985,673)
Property and equipment, net 46,661,916 30,737,100
Deposit on acquisition - 32,063,791
Goodwill 28,616,112 -
Other assets, net 1,080,521 2 723,794
Total other assets 29,696,633 32,787,585
Total assets s 88,183,685 $ 69,647,956
LIABILITIES AND MEMBERS' EQUITY
Current liabilities
Current maturities of long-term debt s 1,703,039 § 1,334,616
Accounts payable 923,373 930,106
Accrued expenses 3,272,283 1,216,459
Accrued distributions to members 439,396 53,111
Total current liabilities 6,338,091 4,012,292
Long-term debt, less current maturities 40,739,559 34,481,765
Total liabilities 47,077,650 38,494,057
Members' equity
Members' contributions 36,915,034 31,915,034
Note receivable for members' contributions (71,616) (76,616)
Accumulated eamings (deficit) 4,262,617 (684,519)
Total members' equity 41,106,035 31,153,899
Total liabilities and members' equity $ 88,183,685 $ 69,647,956

See accompanying notes.
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CONFIDENTIAL

STRATEGIC BEHAVIORAL HEALTH, LLC AND SUBSIDIARIES
Consolidated Statements of Revenues and Expenses -
Modified Cash Basis
Years Ended December 31, 2012 and 2011

2012 2011
Revenues
Patient service revenue (net of contractual allowances
and discounts) $ 50,630,683 $ 19,290,243
Provision for bad debts (748,305) (404,798)
Net patient service revenue less provisions for bad debts 49,882,378 18,885,445
Expenses
Salaries and benefits 28,084,047 9,835,300
Professional fees 3,204,772 1,154,667
Supplies 2,632,128 893,950
Management and incentive fees 1,030,560 532,895
Depreciation and amortization 1,211,918 345,972
Rent 880,575 294,540
Utilities 900,441 231,381
Insurance 409,614 138,293
Interest _ 1,604,292 410,697
Acquisition costs 51,263 610,448
Other expenses 2,640,170 749,981
Total expenses 42,649,780 15,198,124
Excess of revenues over expenses - modified cash basis $ 7,232,598 § 3,687,321
See accompanying notes.
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C. Contribution to the Orderly Development of Health
Care 3 - Current and/or Anticipated Staffing Patterns
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this application, the Rules of the Health Services and Development Agency, and T.C.A. § 68-
11-1601, et seq., and that the responses to this application or any other questions deemed
appropriate by the Health Services and Development Agency are true and complete.

P ;/ LY je— [ D

(Year)

T T -Jr"'»ltli' T
‘\LIJI \?Iz .ﬁ‘f\{_%ll-

NOTARY PUBLIC

: . N T "5:.\.‘ ) _-:'.'.: v I.. :_._‘..‘r; - i '.-'-, !'I"'.' =R _, 5] ,.‘.-
My commission expires | o --:.-..-.-:‘?‘:- AN T Q_@l(p, ]
(Month/Day) (Year) ,\\\ummumﬂ
&‘ A l,,‘g’ﬁ-
S‘Q' STATE
Of
TENNESSEE

NOTAHY
PUBUC

‘\mmmlm,,
\*\\ e

o, g
""’fmmnml\\“

K
""*'Jh‘mmmﬂl‘i"'*"F

MY COMMISSION EXPIRES:
October 9, 2016

23



COPY-
SUPPLEMENTAL-1

SBH-Kingsport, LLC

CN1312-050



Lo

Cr

85 SUPPLEMENTAL- # 1

. January 29, 2014
e 3:10pm
January 28, 2014
Mr. Phillip M. Earhart Via Hand Delivery

Health Planner III

Tennessee Health Services and Development Agency
Andrew Jackson Building, 9th Floor

502 Deaderick Street

Nashville, TN 37243

Re:  Certificate of Need Application CN1312-050
SBH-Kingsport, LLC

Dear Mr. Earhart;

Set forth below are the responses of SBH-Kingsport, LLC, the applicant in Certificate of
Need Application CN1312-050 to the request for information dated December 20, 2013. We have
filed these in triplicate, as you directed, along with an affidavit regarding the responses. If you have
any questions or need additional information, please advise.

1. Section A, Applicant Profile, Item 6

The Purchase and Sale Agreement is noted. Please provide a clearer and legible copy of
Exhibit A of the document.

RESPONSE: The requested documentation is attached hereto.
2. Section A, Applicant Profile, Item 13

Please identify all TennCare MCOs in the applicant’s service area and the TennCare MCOs
with which the applicant intends to contract.

RESPONSE: The applicant expects to contract with BlueCare, TennCare Select and United
Healthcare Community Plan.

3. Section B, Project Description, Item 1

Your response is noted. Please provide an executive summary not to exceed two (2) pages.
Please list the following areas as headers and address each area under the header: proposed
services and equipment, ownership structure, service area, need, existing resources, project
cost, funding, financial feasibility and staffing.

RESPONSE:
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Proposed Services and Equipment:

SBH-Kingsport, LLC ("SBH") proposes to establish a 72-bed, free-standing psychiatric
hospital located in Kingsport, Sullivan County; Tennessee. It is requesting CON permission
to construct 18 adult psychiatric beds, 16 geropsychiatric beds, 28 child and adolescent
psychiatric beds, and 10 chemical dependency beds for a total of 72 beds,

Ownership Structure:

SBH will be owned and operated by a limited liability company, SBH-Kingsport, LLC. This
limited liability company is a wholly-owned subsidiary of Strategic Behavioral Health, LLC,
which is an inpatient psychiatric hospital company based in Memphis, Tennessee. It
currently operates seven psychiatric hospitals through subsidiaries in the states of Colorado,
Nevada, New Mexico and North Carolina. It has another facility under development in
College Station, Texas. SBH will be its first hospital based in its home state of Tennessee.

Service Area:

The service area for SBH is projected to be the counties of Sullivan and Hawkins in
Tennessee, and the counties of Wise, Scott and Lee in southwestern Virginia.

Need:

Currently, in this service area there are only twelve inpatient psychiatric beds, located at
Bristol Regional Medical Center in Bristol, Tennessee, at the eastern end of the service area.
Thus, as far as the applicant is able to ascertain, in its proposed service area, which has a
population of more than 300,000 people, there are only 12 inpatient psychiatric beds (located
in Bristol). Thus, there is a significant need for additional inpatient psychiatric bed resources
in this service area, particularly as it pertains to children and adolescents. Sullivan County is
the most populous county in upper East Tennessee, and Kingsport is the biggest municipality
in the service area. '

Existing Resources:

There are no other free-standing inpatient psychiatric hospitals within the service area. There
are only twelve inpatient psychiatric beds in this service area, located at Bristol Regional
Medical Center in Bristol, Tennessee.

Project Cost:
The projected project costs for this hospital development are approximately $12,000,000.

Funding:

The funding for this project will be developed with the assistance of Dobbs Management
Services, LLC, the owners of which represent the majority ownership of Strategic Behavioral
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Health, LLC. The proposed project will be funded through cash, a credit line with Fifth
Third Bank and net cash flows from existing operations.

Financial Feasibility:

As of December 31, 2012, SBH itself had consolidated annual net revenue of approximately
$50.7 million and employed approximately 745 employees. Thus, Strategic Behavioral
Health, LLC, the parent company of SBH-Kingsport, LLC, is a well-capitalized, financially
successful psychiatric hospital development and management company.

Staffing:

Strategic Behavioral Health expects no difficulty in attracting staff to the proposed new
hospital. There are several teaching institutions within Strategic Behavioral Health's service
area. These colleges and universities offer programs in nursing, counseling & human
services, psychology, psychiatry and many offer programs in medical practice management,
medical billing, and other healthcare service related fields. Graduates of these colleges and
universities will have an opportunity to work at Strategic Behavioral Health's Kingsport
facility.

Strategic Behavioral Health also has prior experience building and staffing new hospitals
across the United States. The company uses an employee search service should it become
necessary to look outside the service area for employees, and Strategic Behavioral Health has
found no difficulty staffing its hospitals in smaller markets like Wilmington, North Carolina
and College Station, Texas. Strategic Behavioral Health will be able to attract qualified,
well-trained professionals who will live and work in the service area.

Please describe the classes and curriculum that is part of the proposed project.
RESPONSE:
Clinical Program Description

The Strategic Behavioral Health (SBH) philosophy of care is based upon a therapeutic model. All
clinical disciplines work together to produce positive outcomes. Using the CORE (Clinical
Outcomes in Routine Evaluation) we consistently reevaluate our acute care outcomes and strive to
improve our programming through research.

Fundamentals of treatment include being good community partners where comprehensive care starts
with the first referral call to follow-up care post discharge. Clinical services begin with an initial no
cost assessment. Upon admission, a psychiatrist conducts an initial psychiatric assessment within 24
hours along with a therapist treatment plan meeting. A family therapy session is required within 72
hours. Throughout treatment, safety is paramount and supported by around the clock 15 minute
safety checks by direct care staff. Discharge planning includes a safety plan with follow-up
appointments or step-down level of care assignment.
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We offer several specialty programs for all ages. Each program is individualized to meet the cultural
and strength based needs taking into special consideration multiple factors such as acuity, age,
gender, development, and family support. We believe that family involvement, when possible, is the
foundation for care. All programming includes individual, process and psychoeducation groups, and
family therapy. Below is a summary of our programs.

Child & Adolescent:

Character Counts: Psychoeducation program developed by the Josephson Institute Center for
Youth Ethics incorporated into the daily routine to emphasize elements of good character.
Trauma-Focused Cognitive-Behavioral Therapy: TF-CBT is the most well-supported and
effective treatment for children who have been abused and traumatized. Multiple clinical
research studies consistently have found it to help children with PTSD and other trauma-
related problems.

Level System: Reward based system to promote positive development based on General
Behaviors (GB) and Target Goals (TG). General behavior is defined as following the rules
of the facility and staying focused on the posted values and demonstrating appropriate
behaviors. Target goal points are earned when the patient is working toward the goal he or
she chose from his or her individual treatment plan that morning,

The Seven Challenges Program: Designed specifically for adolescents with drug problems, to
motivate a decision and commitment to change - and to support success in implementing the
desired changes. The Program simultaneously helps young people address their drug
problems as well as their co-occurring life skill deficits, situational problems, and
psychological problems.

Clear Path: Specialized treatment for sexual offenders in a residential setting.

Adult & Geriatric:

lliness Management & Recovery Model: Illness management is an evidence based treatment
from SAMHSA with a broad set of strategies designed to help individuals with serious
mental illness collaborate with professionals, reduce their susceptibility to the illness, and
cope effectively with their symptoms. Research on illness management for persons with
severe mental illness, including 40 randomized controlled studies, indicates that
psychoeducation improves people's knowledge of mental illness; that behavioral tailoring
helps people take medication as prescribed; that relapse prevention programs reduce
symptom relapses and re-hospitalizations; and that coping skills training using cognitive-
behavioral techniques reduces the severity and distress of persistent symptoms.
Chemical Dependency Treatment: Accompanied with IMR model, we offer medical
detoxification and additional support groups utilizing the AA recovery model. Partnerships
with local agencies provide a transition upon discharge for support groups.
Trauma Therapy:
o EMDR (Eye Movement Desensitization and Reprocessing) has been shown to be
effective in reducing the intensity of subjective distress related to traumatic memories,
We offer 3 day intensive trauma focused programming led by EMDR certified
therapists.
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o Cognitive Processing Therapy (CPT) is a 12-session therapy that has been found
effective for both PTSD and other corollary symptoms following traumatic events
supported by the Veterans Administration.

e Geriatric Programs:

o Illness Management & Recovery Model continues to be the foundation for treatment
for our senior population. Special consideration is given to address any additional
medical concerns and physical mobility demands. Psychoeducation is also geared
toward grief and loss, life transitions, and overall wellness. This includes medical
health and physical evaluations with medical consults, special dietary concerns, and
trained nursing aides. The program is geared to be sensitive to transitions in residence
upon discharge with community partnerships.

What type of outpatient programs are a part of this proposed project.

RESPONSE: SBH - Kingsport, LLC intends to offer Partial Hospitalization and Intensive
Outpatient for adults, children and adolescents. This level of programing will allow for direct
admissions as well as being available as a step down level of care.

Please clarify if the proposed seventy (72) bed inpatient psychiatric hospital will be classified
as an Institution for Mental Disease (IMD).

RESPONSE: SBH - Kingsport, LLC intends for this seventy two (72) bed inpatient
psychiatric hospital to be classified as an Institution for Mental Disease (IMD).

Please describe the applicant’s experience in operating the following:

e An Adult Inpatient Chemical Dependency Unit

e An Adult Psychiatric Unit

¢ An Child and Adolescent Inpatient Psychiatric Unit
¢ A Gero-Inpatient Psychiatric Unit

RESPONSE: Strategic Behavioral Health, parent company of SBH — Kingsport, LLC
operates seven psychiatric and chemical dependency hospitals across the United States,
providing quality behavioral healthcare for children, adolescents, adults, and seniors. The
company has either built or acquired a variety of programs, including acute, residential, and
outpatient services, with a focus on compassion, empathy, and perseverance for patients and
their families. All of Strategic Behavioral Health’s facilities are accredited by either the Joint
Commission or The Commission on Accreditation of Rehabilitation Facilities (CARF), and
are in good standing with the department of licensure within their respective state. SBH —
Kingsport, LLC has the advantage of utilizing the expertise of its sister facilities in the areas
of clinical program development and operations.

An Adult Inpatient Chemical Dependency Unit
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Strategic Behavioral Health operates an Adult Inpatient Chemical Dependency Unit at the
following facilities:
- Montevista Hospital in Las Vegas, NV — 20 beds

- Peak View Behavioral Health Hospital in Colorado Springs treats Chemical
Dependency and mental health disorders in a combined 40 beds

An Adult Psychiatric Unit

Strategic Behavioral Health operates an Adult Psychiatric Unit at the following facilities:

- Montevista Hospital in Las Vegas, NV — 40 beds
- Peak View Behavioral Health Hospital in Colorado Springs, CO - 40 Beds
- The Peak Hospital in Santa Teresa, NM - 44 Beds

A Child and Adolescent Inpatient Psychiatric Unit

Strategic Behavioral Health operates a Child and Adolescent Inpatient Psychiatric Unit at the
following facilities:

- Montevista Hospital in Las Vegas, NV — 38 beds

- Peak View Behavioral Health Hospital in Colorado Springs, CO - 20Beds
- The Peak Hospital in Santa Teresa, NM — 12 Beds

- Strategic Behavioral Center — Wilmington in Leland, NC — 20 Beds

- Strategic Behavioral Center — Raleigh in Gamer, NC — 20 Beds

A Gero-Inpatient Psychiatric Unit

Strategic Behavioral Health operates a Gero-Inpatient Psychiatric Unit at the following
facilities:

- Red Rock Hospital in Las Vegas, NV — 21 beds
- Peak View Behavioral Health Hospital in Colorado Springs, CO — 32 Beds

4, Section B, Project Description, Item IL.A

Please clarify which two (2) units will share a nurse’s station and med room, seclusion room
and dedicated toilet.

RESPONSE: The facility has been specifically designed to accommodate various patient
populations and census levels. Each unit is securely locked and has window access to the
nurse’s station. In additions, each unit has its own medication window for easy and secure
med distribution. The units that will share a nurse’s station are the adult unit with the

adolescent unit and the child unit with the chemical dependency unit. The seclusion room and
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bathroom area is a securely locked area, but is a shared area between units. Use of the
seclusion room and bathroom are coordinated based on need.

Please clarify if the twenty-eight (28) adolescent and child unit will be coed. If so, how and
when will females and males be segregated?

RESPONSE: The twenty-eight (28) bed adolescent and child units will be coed. All males
and females patients will be placed in rooms with same gender. Based on acuity, and clinical
appropriateness there will be coed programming in an attempt to replicate real life
environments, assisting in generalizing skills. All units are supervised to clinical need,
including q15 minute checks.

Please describe the outpatient suites.

RESPONSE: SBH - Kingsport, LLC has designed a state of the art 72 bed free standing
psychiatric hospital with much attention to both patient care areas as well as administrative
space. Our outpatient programing will be held in our outpatient suite which is located within
the facility but completely separated from our inpatient patient care areas, including a
separate entrance so that our inpatient and outpatient populations never mix.

Please clarify if all the proposed psychiatric units will be locked.
RESPONSE: All psychiatric units will be locked.
What are the proposed ages ranges for each of the four (4) proposed psychiatric units?

RESPONSE: The ages for the four (4) proposed psychiatric units are as follows:

- Child —ages 5 —11

- Adolescent —ages 12 - 17
- Adult —ages 18 — 54

- QGero — ages 55 and up

Please provide a clearer and legible copy of the square footage and cost per square footage
chart.

RESPONSE: The requested copy is attached hereto.
5. Section B, Project Description, Item II.B

The applicant states there are no existing services in the service area. Please clarify if the
following providers have declared Hawkins or Sullivan counties in Tennessee, or Wise,
Scott, and Lee counties in Virginia as part of three service area:

Magnolia Ridge (Washington County)-Alcohol and Drug,
Wellmont Bristol Regional Medical Center (Sullivan County)
Woodridge Psychiatric Facility (Washington County)
Wellmont Pavilion (Bristol, Virginia)
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RESPONSE: The applicant has no information as to whether Magnolia Ridge or Wellmont
Pavilion have claimed any of the listed counties as being in their service area. Neither is
covered by Tennessee CON law. Woodridge has claimed Sullivan and Hawkins Counties to
be in its primary service area, and has claimed Scott and Wise Counties in Virginia to be in
its secondary service area in CON filings. BRMC is in Sullivan County and claims Hawkins
County in its service area. The applicant assumes that it also claims Wise and Scott Counties
in Virginia as being in its service area; the applicant does not so assume as to Lee County,
Virginia. :

If the above providers are part of the proposed service area of the applicant, please provide a
summary of services provided, number of licensed beds and age range for each inpatient
service.

RESPONSE: With the exception of Wellmont Bristol Regional Medical Center, none of
these providers are located in the proposed service area of the applicant.

6. Section B, Project Description, Item I1.C

Please indicate if the applicant has discussed the need for this proposed 72 bed facility with
the Tennessee Department of Mental Health and Substance and Abuse Services. If so, please
summarize including the date and person contacted.

RESPONSE: Prior to the submitting of our CON Application, a discussion with the
Tennessee Department of Mental Health and Substance Abuse Services had not yet taken
place. On January, 2 2013 a representative from Strategic Behavioral Health contacted Mr.
John Arredondo, Assistant Commissioner of Hospital Services Division, to fulfill the
requirement of discussing the proposed 72 bed facility. During the conversation, Mr.
Arredondo said that the HSDA will get a copy of the application over to his office and that
they would provide their analysis and response directly to the HSDA.

Please clarify of the applicant has contacted the Bureau of TennCare, or the contracted
TennCare managed care organizations in the proposed service area regarding the need for
additional inpatient psychiatric and chemical dependency units. If so, please provide a
summary of the contact including the date and person contacted. If not, please contact the
Bureau of TennCare and the contracted Managed Care Organizations to determine if there is
a need for additional inpatient and chemical dependency services. Please provide a summary
of the contact including the date and person contacted.

RESPONSE: Prior to the submitting of our CON Application, a discussion with the Bureau
of TennCare and the contracted TennCare managed care organizations had not yet taken
place.

TennCare

On January, 9 2013 a representative from Strategic Behavioral Health contacted Mrs. Mary
Shelton, Director of Behavioral Health Operations and Mr. William Aaron, Deputy CFO, to
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fulfill the requirement of discussing the proposed 72 bed facility with the Bureau of
TennCare. During the conversation, it was stated that the applicant should seek a contract
with the MCO’s to become a contracted TennCare provider. As a contracted provider the
applicant would be able to treat TennCare members of all ages, including the adult (ages 18 —
64) population. At the time of the call, Mrs. Shelton was unable to go on record confirming a
need for additional inpatient psychiatric beds in Eastern Tennessee.

BlueCare

On December 27, 2013 a representative from Strategic Behavioral Health was told that
behavioral health contracting is managed through Value Options. The SBH representative
attempted to contact Mrs. Rhonda Roper (UM Clinical Care Manager Supervisor) and
Brooke McCully (Care Manager). A message was left for both individuals however Strategic
Behavioral Health is still waiting on a response.

United Healthcare Community Plan

On December 27, 2013 a representative from Strategic Behavioral Health attempted to
contact United Healthcare to inquire about the need for additional inpatient and chemical
dependency services. A message was left with the credentialing department. On January 13,
2014 a follow up call was made and an SBH representative was able to discuss the inpatient
psychiatric project with Mrs. Kimberly Averitt, Contract Manager. Mrs. Averitt requested
that an email be sent with the project overview and scope of services in order to do an
internal evaluation. The email fulfilling Mrs. Averitt’s request was sent and Strategic
Behavioral Health is waiting on a response.

TennCare Select

On December 27, 2013 a representative from Strategic Behavioral Health unsuccessfully
attempted to contact TennCare Select to inquire about the need for additional inpatient and
chemical dependency services. Strategic Behavioral Health is still waiting on a response.

Please contact the mobile crisis team serving the proposed service area. Please indicate if the
mobile crisis teams are experiencing difficulty in referring patients and placing patients into
inpatient psychiatric facilities. Please provide the date of the contact, person contacted and
summary of the contact.

RESPONSE: Strategic Behavioral Health has a vast experience in the area of mobile crisis
evaluation in its other markets and would be open to helping to facilitate the coordination of
care throughout the service area. Frontier Health was identified as the mobile crisis team
providing level of care assessments within our service area. A representative from Strategic
Behavioral Health initially called and spoke with a member of the Frontier Health Crisis
Response Team, who indicated that the only resource they really have is Woodridge Hospital
and they sometimes have to send patients as far as Chattanooga for inpatient hospitalization.
As a follow up to that conversation a meeting was set with Teresa Kidd (Senior VP of
Operations) and Randall Jessee (Senior VP of Specialty Services) on Thursday, October 10,
2013. During the meeting it was noted that Frontier does not believe that there is a problem
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10.

getting patients placed; however at the time of the meeting Strategic Behavioral Health had
not excluded Washington County from its service area as we were still very early in the
planning process. It should also be noted that Frontier did say that if we were able to
complete our project and provide quality clinical programing that they would work with us. .

Section B, Project Description Item IIL.A.(Plot Plan)
Please provide a legible plot plan.

RESPONSE: The requested plot plan is attached.
Section B, Project Description, Item B.IV

The floor plans submitted are noted. Please a clearer and legible copy that includes labeling
of patient care rooms (noting private or semi-private), ancillary areas, equipment areas, etc.

RESPONSE: The requested floor plan is attached.

Section C, Need, Item 1 a., (Project Specific Criteria-Psychiatric Inpatient Services A.
Need, 1)

Please reference the year of the recent Census Bureau and Tennessee Department of Health
population data the applicant used to determine the bed need in the proposed five (5) county
service areas.

RESPONSE: The applicant employed the July 1, 2012 Census Bureau population data for
the population projection for the Virginia counties. It utilized the Tennessee Department of
Health 2010-2020 population projections as published by the TDOH in 2010.

Please clarify which Virginia inpatient psychiatric facilities claim Wise, Lee and Scott
counties in there proposed service area.

RESPONSE: Representatives of the applicant have not been able to determine this
information. To the best of the applicant’s knowledge, there are no inpatient psychiatric
providers located in those three counties.

Section C, Need, Item 1 a., (Project Specific Criteria-Psychiatric Inpatient Services

The applicant has provided responses to the Project Specific Criteria for Psychiatric Inpatient
Services with the assumption Bristol Regional Medical Center is the only inpatient provider
covering Hawkins and Sullivan County. It appears Woodridge Psychiatric Hospital located in
adjoining Washington County includes Hawkins and Sullivan counties in their service area.
Please revise all responses to the Project Specific Criteria for Psychiatric Inpatient Services
that includes inpatient facilities that has Hawkins and Sullivan counties in their designated
service area as reflected in the Joint Annual reports. This will impact the bed need for the
proposed service area.
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RESPONSE: The request incorrectly states the applicant's position in its CON application.
The Guidelines for Growth do not require the applicant to analyze data of providers not
located in its proposed service area. The Joint Annual Reports also do not specify a service
area for any reporting hospital.

11. Section C, Need, Item 1 a., (Project Specific Criteria-Psychiatric Inpatient Services A.
Need, 2)

The applicant states there is a need for 16.8 gero-psychiatric beds in the proposed service area
according to the bed need formula. Please clarify how that was determined if the bed need
formula does not break out gero-psychiatric bed need.

RESPONSE: As directed by the Guidelines for Growth, the applicant applied the 30 beds
per 100,000 population standard to the portion of the service area population aged 65 and
over.

12.  Section C, Need, Item 1 a., (Project Specific Criteria-Psychiatric Inpatient Services A.
Need, 4)

Please indicate if the applicant will have a psychiatric unit for age 5-14 and a unit for ages
15-19.

RESPONSE: We intend to have a child psychiatric unit for patient’s ages 5 — 11 and have
an adolescent psychiatric unit for patients ages 12 — 17.

13. Section C, Need, Item 1 a., (Project Specific Criteria-Psychiatric Inpatient Services B.1.
(Service Area) ~

Please complete the following chart. The chart will determine where patients of the proposed
service area migrate to for psychiatric services. Please contact Mr. George Wade at the
Tennessee Department of Health, Division of Health Statistics (615-741-1954) and request
patient discharge utilization data (inpatient day or discharge patient days) from January 1,
2012 to December 31, 2012 by MCD19 (Mental Diseases and Disorders) and MCD 20
(Alcohol/Drug Abuse & Alcohol/Drug-Induced Organic Mental Disorders).

Patient Origin by County
Number of Inpatient Days or Discharge Patient Days

g a
Facility 'E 5 8 g 2
2 3 = |3 =
= )
Magnolia Ridge
(Alcohol and Drug)

Wellmont  Bristol
Regional Hospital
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Wellmont Pavilion
(Va.)

Woodridge
Psychiatric Hospital
Moccasin Bend

Ridgeview
Psychiatric Hospital
and Center in Oak
Ridge

Peninsula Hospital
in Louisville
(Blount County)
Total

RESPONSE: A representative of the applicant conferred with Mr. Wade on December 26,
2013, and emailed him the table below with a request for assistance from his office. He
replied via email on that date stating that he had forwarded applicant’s email request on to his
office’s director. Since that time, the applicant has not received any response from Mr.
Wade’s office, or from his director.

| g
Facility ‘ 2 8 § 2

2 3 ~ 3 =

us] 775]
Magnolia Ridge not not not not not
(Alcohol and Drug) | available | available | available | available | available
Wellmont  Bristol not not not not not listed
Regional Hospital broken broken listed listed

out** out**
Wellmont Pavilion not not not not not
(Va) available | available | available | available | available
Woodridge not not
Psychiatric Hospital e 5,886 listed - listed
Moccasin Bend 172 14 0 0 0
Ridgeview
Psychiatric Hospital
and Center in Oak > > ¢ 0 )
Ridge
Peninsula Hospital not not
in Louisville 494 967 listed listed not listed
(Blount County)
Total*** 2,191 6,872 0 443 0

*Source - 2012 JARs
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**Not broken out in JAR by location and mental disease/A&D diagnoses
***Totals of available data

14.  Section C, Need, Item 1 a., (Project Specific Criteria-Psychiatric Inpatient Services B. 1.
Service Area and Section C. Need. Item 3 Service Area

Your response is noted. Please complete the following table indicating the travel times and
distances to existing facilities, and the proposed SBH-Kingsport, LLC.

= < 2
. <
. ss| SE| &~ Tt
Facility O f xS g ; %ﬂ g g 5
EE .E é‘ 8 o 8 'é 8 Lq,}
B %D = oo ?5'3) o | b =] 8
 EEBEEIEZREAR

Magnolia Ridge (Washington Time

County)

Distance

Wellmont Regional Medical Center | Time

(Sullivan Co.)

Distance
Woodridge Psych Hospital Time
(Washington Co.)

Distance
Wellmont Pavilion (Bristol, VA) Time

Distance

Ridgeview Psychiatric Hospital and | Time
Center in Oak Ridge (Anderson
County)

Distance
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(Blount County)

Peninsula Hospital in Louisville | Time

Distance

Moccasin Bend Mental Health | Time

Institute (Hamilton County)
Distance
Proposed SBH-Kingsport, LLC Time
Distance

3:10pm

RESPONSE: The requested chart is set forth below. Driving times and distances given by

MapQuest.
g |4 2
* * < * L
= GG E— |t 1> |55
Facility O ’E gt g g g g g B
E 5 = é. (3 o Q ? (3 Q
&0 = & v 2 O 8 -
) 2 & 2 i ¢ 8 S =
e |Cd BB |38 | 3¢
Magnolia Ridge (Washington | Time 1 hr 30min | 1hr 1 hr 39 min
County) 29 min | 25 min
Distance | 50.8 mi | 25.2mi | 73.7 mi | 68.4mi | 31.5 mi
Wellmont Regional Medical Time 1 hr 19min | 1hr 1 hr 31 min
Center (Sullivan Co.)* 23 min | 16 min
Distance | 46.8 mi | 15.6mi | 64.1 mi | 59.6 mi | 22.7 mi
Woodridge Psych Hospital Time 1 hr 30min |1hr 1 hr 28 min
(Washington Co.) 29 min | 25 min
Distance | 49.8 mi | 24.1mi | 72.7 mi | 67.3 mi | 31.5 mi
Wellmont Pavilion (Bristol, | Time 1 hr 22min | 1hr 1 hr 35 min
27 min | 20 min

VA)
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Distance | 493 mi | 18 mi | 693 mi [62mi |252mi

Ridgeview Psychiatric Time 1 hr 2hr 3hr 2hr 2hr
Hospital and Center in Oak 55min |9min [8min |[9min |19 min
Ridge (Anderson County)
Distance | 957 mi | 123.1 173.3 99.8 mi | 130.9
mi mi mi
Peninsula Hospital in Time 1 hr 2hr 3hr 2hr 2 hr
Louisville (Blount County) 47 min | 1 min lImin |21 min |11 min

Distance | 87.1 mi | 112.6 162.4 97.9mi | 120.4

mi mi mi
Moccasin Bend Mental Health | Time 1hr 3hbr 4 hr 3hr 3hr
Institute (Hamilton County) 47min |35min |34 min |52 min | 45 min
Distance | 188.4 244 .4 264.6 197.8 222.1
mi mi mi mi mi
Proposed SBH-Kingsport, LLC | Time 40 min 1 hr 1 hr 15 min

6 min 1 min

Distance | 31,2 mi 52mi | 46.4mi |9.6mi

*  Assumes Wellmont Bristol Regional Medical Center
** Drive times and distances given from local county courthouses, respectively
***Drive time and distance given from SBH-Kingsport site.

15. Section C, Need, Item 1 a., (Project Specific Criteria-Psychiatric Inpatient Services) B.
2. Service Area Demographics and Section C. Need. Item 4.A Service Area
Demographics

Please complete the following chart.

Demographic Data

Hawkins
County
County
Service

Area
Total

Sullivan
State of
TN Total

Total 2013

Population

Total Population-

Total 2017 Population % Change
65+ Pop. - 2013

65+ Pop. - 2017

65+ Population % Change

65+ Population % of Total Population
Median Age

Median Household Income
TennCare Enrollees
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TennCare Enrollees as % of Total
Population

Persons Below Poverty Level

% of Total Population below Poverty
Level

RESPONSE: The requested chart is set forth below:

%) @ L]
. £z gz ig3 3
emographic Data s 5 i é E a Hc 5
==} W 7] 7] E
Total 2013*
Population 60,131 154,387 214,518 6,414,297
Total Population- 2017 61,865 154,946 216,811 6,623,114
Total 2017 Population % Change 2.9% 4% 1.1% 3.3%
65+ Pop. - 2013 10,211 29,471 39,682 904,587
65+ Pop. - 2017 11,333 31,683 43,016 1,014,889
65+ Population % Change 11% 7.5% 8.4% 12.2%
65+ Population % of Total Population 18% 19.5% 19.1% 14.2%
Median Age** 42.3 yrs 43.5 yrs 43.2 (est.) 38 yrs
Median Household Income $36,419 $40,025 | $39,124 (est.) $44,140
TennCare Enrollees*** 11,668 27,446 39,114 1,198,663
TennCare Enrollees as % of Total
Population 19.4% 17.8% 18.2% 18.7%
Persons Below Poverty Level** 9,861 26,091 35,952 1,109,673
% of Total Population below Poverty
Level 16.4% 16.9% 17.3%

*  Source: Tenn. Dept. of Health

**  Source: U.S. Census Bureau

*** Source: Bureau of TennCare, September 2013 enrollment data
****Sullivan and Hawkins Counties only

Please clarify the reason the applicant did not include Washington County in its service area
since it appears Sullivan and Washington counties share economic links and are closely in
proximity.

RESPONSE: The applicant seeks to serve the area with the most need since Mountain
States Health Alliance, owner of Indian Path Pavilion, closed that inpatient psychiatric
hospital several years ago, and the state psychiatric hospital facility in Knoxville recently
closed also. The need for the applicant’s project is greatest where there are no other facilities.
Washington County has Woodridge Hospital in Johnson City to serve its needs.

Please indicate the counties included in the service area of Woodridge Hospital in Johnson
City, Ridgeview Psychiatric Hospital and Center in Oak Ridge, and Peninsula Hospital in
Louisville (Blount County)?

RESPONSE: Woodridge Hospital has claimed these counties as its primary service area:
Washington, Carter, Sullivan, Hawkins and Greene. Peninsula Hospital has outpatient
centers in Blount, Knox, Loudon and Sevier Counties; thus, the applicant assumes that those
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comprise its service area. According to p. 22 of its 2009 JAR, on 11/2/09 it surrendered 145
inpatient psychiatric hospital beds.

According to its 2012 JAR, Ridgeview Psychiatric Hospital in Anderson County has 16 beds
and draws the greatest majority of its patients from Anderson County and the counties
contiguous to it: Campbell, Knox, Roane, Scott and Morgan (91% of its admissions or
discharges in 2012).

Please review and provide a copy of the letter from the Tennessee Department of Mental
Health dated May 17, 2012 regarding Lakeshore Mental Health Institute (LMHI) from the

following web address: http://tn.gov/mental/mhs/Catchment%20Area%20Letter-DV.pdf

Please respond to the following question:

e Has the applicant discussed with the Tennessee Department of Mental Health the
possibility of providing services for uninsured persons? If so, please discuss.

RESPONSE: Prior to the submitting of our CON Application, a discussion with the
Tennessee Department of Mental Health and Substance Abuse Services had not yet taken
place. On January 2, 2013, a representative from Strategic Behavioral Health contacted
Mr. John Arredondo, Assistant Commissioner of Hospital Services Division. During the
conversation, Mr. Arredondo stated that he did not wish to comment on the project, and
said that the HSDA will get a copy of the application over to his office and that they
would provide their analysis and response directly to the HSDA. Strategic Behavioral
Health would be open to exploring the possibility of providing services for uninsured
persons with the Tennessee Department of Mental Health.

e How will the expansion of existing contracts with the three mentioned private
inpatient psychiatric hospitals impact utilization at the applicant’s proposed
inpatient facility?

RESPONSE: The expansion of the state’s contracts with the listed providers should not
impact the applicant’s utilization. Many of the patients subject to those contracts will be
adult Medicaid, for which, as shown below, the applicant will have to deal with the IMD
issue prior to serving,

16. Section C, Need, Item 1 a., (Project Specific Criteria-Psychiatric Inpatient Services C. 1.
Relationship to existing applicable plans (State, City, County, Regional Plans)

The applicant states Strategic Behavioral Health, LLC does not have any inpatient psychiatric
facilities in Tennessee. Please indicate if the applicant has reviewed Tennessee Title 33 Laws
specific to inpatient psychiatric facilities.

RESPONSE: The applicant has reviewed Title 33 of the Tennessee Code Annotated.
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17.  Section C, Need, Item 1 a., (Project Specific Criteria-Psychiatric Inpatient Services C. 3.
Relationship to existing applicable plans State appropriations).

The applicant states the proposed inpatient facility will not be able to accept adult TennCare
admissions. Please clarify why this is so and reference any rules and regulations.

RESPONSE: Institutions for Mental Disease (IMDs) are inpatient facilities of more than 16
beds whose patient roster is more than 51% people with severe mental illness. Federal
Medicaid matching payments are prohibited for free standing IMDs with a population
between the ages of 22 and 64. IMDs for persons under age 22 or over age 64 are permitted,
at state option, to draw federal Medicaid matching funds. See 42 CFR §435.100a as attached
hereto. Initially the applicant was under the impression that the proposed inpatient facility
would not be able to accept adult TennCare admissions based on the aforementioned. Upon
further investigation, the applicant was able to confirm with representatives from TennCare
that, if SBH — Kingsport, LLC is successful in becoming a contracted TennCare provider, it
will be able to accept adult TennCare admissions. SBH — Kingsport, LLC has every intention
to becoming a contracted TennCare provider and would be more than happy to treat this
population within its facility.

18. Section C, Need, Item 1 a., (Project Specific Criteria-Psychiatric Inpatient Services C. 4.
Relationship to existing applicable plans (Involuntary Admissions)

Does the applicant expect to accept all involuntary admissions (all ages)? Will the applicant
have the expertise and staff to monitor patients who may require one to one observation or
may require special treatment?

RESPONSE: SBH - Kingsport, LLC will accept involuntary admissions starting at 5 years
of age. The applicant will have the expertise and staff to monitor patients who may require
one to one observation or may require special treatment. All staff will be thoroughly trained
in proper observation monitoring and special treatment procedures to include Restraint and
Seclusion techniques. In addition, the applicant will have access to additional staff through a
PRN pool of Mental Health Technicians as staffing demands change due to one to one
observation.

Please discuss if involuntary admissions and the uninsured would be transferred to private
psychiatric hospitals that have expanded contracts with the Tennessee Department of Mental
Health.

RESPONSE: SBH - Kingsport, LLC would be open to contracting directly with the
Tennessee Department of Mental Health to accommodate this patient population. The
applicant does plan to accept involuntary admissions and the uninsured.

The applicant states SBH-Kingsport, LLC will accept involuntary and voluntary admissions.
Since Lakeshore Mental Health Institute closed on June 30, 2012, does the applicant plan to
accept uninsured persons that would have been served by LMHI?
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RESPONSE: As indicated above, SBH — Kingsport, LLC would be open to contracting
directly with the Tennessee Department of Mental Health to accommodate those individuals
who are no longer able to receive treatment at Lakeshore Mental Health Institute.

Please discuss examples of when the applicant could not accept an “Involuntary Admission.”
In a situation where the applicant could not take an “Involuntary Admission”, what protocols
would the applicant enact to assure the patient could receive proper treatment?

RESPONSE: An example of when we would not be able to accept an involuntary admission
would be if we do not have a bed available, or if the patient’s medical status is beyond our
scope of care. In this case a full assessment would be completed and an admission specialist
would coordinate with other community resources to assist in proper placement.

19. Section C, Need, Item 1 a., (Project Specific Criteria-Psychiatric Inpatient Services C. 5.
Relationship to existing applicable plans
The applicant states the proposed facility will not be able to accept adult TennCare
admissions. If this is so, does the projected TennCare utilization of 38% of charges seem
reasonable? Please discuss.
RESPONSE: As previously indicated, prior to submitting the application the applicant was
not aware that they would be able to accept adult TennCare admissions. As such, the
projected utilization of 38% of charges does seem reasonable. We believe that the projected
utilization is reasonable given the number of child and adolescent patients we intend to treat,
as well as the number of duel eligible Medicare/Medicaid patients that are anticipated.
20. Section C, Need, Item 1 a., (Project Specific Criteria-Psychiatric Inpatient Services D.1.

(Relationship to Existing Similar Services)
Please complete the following table indicating the licensed beds and occupancies of existing
facilities that have Hawkins and Sullivan Counties in their existing service area.

Facility Total Geriatric Adult Total Total 2010 2011 2012 Accept

Psychiatric Beds Psych | Childand | Chemical | Occup. | Occup | Occup. | Involuntary
Licensed Beds | Adolescen | Dependency Admissions’
Beds t Beds Beds

Magnolia Ridge

(Washington

County)

Wellmont

Regional

Medical Center

(Sullivan Co.)

Woodridge

Psych Hospital

(Washington

Co.)

SUPPLEMENTAL-# 1
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RESPONSE: Mr. Wade’s office has not made Magnolia Ridge’s utilization available to the
applicant. Publicly available data for the other 2 facilities is set forth below.

Facility Total Gerijatric | Adult | Total Child Total 2010 2011 2012 Accept
Psychiatric Beds Psych and Chemical | Occup. | Occup | Occup. | Involuntary

Licensed Beds | Adolescent | Dependency Admissions
Beds Beds Beds

Magnolia Ridge 0 0 0 0 0 Not Not Not Not for

(Washington avail- | avail- | avail- psychiatric

County) able able able inpatient

Wellmont 12 0 12 0 0 Not Not Not Yes

Regional avail- | avail- | avail-

Medical Center able able able

(Sullivan Co.)

Woodridge 84 0 84 0 0 63.8% | 64.7% | 69.6% Yes

Psych Hospital

(Washington

Co.)

Total* 96 0 9% 0 0 63.8% | 64.7% | 69.6%

21.

*Based on available information

Please indicate if there are existing psychiatric intensive outpatient or partial hospitalization
programs in the proposed service area.

RESPONSE: The applicant is not aware of any psychiatric intensive outpatient or partial
hospitalization programs ongoing in the service area.

Will the applicant provide any intensive outpatient or partial hospitalization programs in the
proposed service areas?

RESPONSE: The applicant intends to provide both intensive outpatient as well as partial
hospitalization. ~ Strategic Behavioral Health has significant experience operating both
intensive outpatient and partial hospitalization programs for mental health and substance
abuse in its other markets.

Section C, Need, Item 1 a., (Project Specific Criteria-Psychiatric Inpatient Services D.2.
(Relationship to Existing Similar Services-Access/Special Needs Groups)

The applicant states involuntary patients will be accepted. If an uninsured individual is
admitted involuntarily and is then is enrolled in TennCare, will be applicant need to transfer
the patient to another facility since adult TennCare patients cannot be accepted?

RESPONSE: SBH - Kingsport, LLC does not believe that this scenario is likely given the
time it would take for enrollment and eligibility verification. It is our belief that there is a
very high probability that the individual would be stabilized and no longer be involuntary in
the time that it would take to enroll in TennCare.
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22.

23.

3:10pm

Section C, Need, Item 3.

Please provide a clearer county level map of the proposed service area.
RESPONSE: The requested service area map is attached.

Section C, Need, Item 6

Please also complete the following chart:

Facility Beds | Year1 | Year1 | Year | Year | Year2 | Year2 | Year | Year
1 ! 2 2
Admits | Pat. ALOS | %Occ. | Admits | Pat. ALOS | %Occ.
RE3t> G o G el Days Days
SBH-
Kingsport,
LLC
RESPONSE:
Facility Beds | Year1 | Year1 | Year Year | Year2 | Year2 | Year Year
1 1 2 2
Al Admits | Pat. ALOS | %Occ. | Admits | Pat. ALOS | %Occ.
' Days Days
725 8,700 |12 33 1,425 17,100 | 12 65

Please provide the details regarding the methodology used to project 8,700 patient days
during the first year of operation and 17,100 patient days during the second year of operation.
The methodology must include detailed calculations or documentation from referral sources.

RESPONSE: Mental illness effects a large portion of the United States population, with
44.7 million adults experiencing some mental illness in 2011- 2012, and another 10.4 million
adults experiencing serious mental illness, such as schizophrenia, chronic depression, or
bipolar disorder. (Data from the Substance Abuse and Mental Health Administration's
National Survey on Drug Use and Health, published May 31, 2012) The Substance Abuse
and Mental Health Administration (SAMHSA) provides data on mental illness in the United
States. According to SAMHSA estimates, the following percentages of people in the United
States and Tennessee suffer from mental illness (These tables are based on National Survey
on Drug Use and Health surveys conducted in 2008 and 2009.):

Tennessee 21.46% Tennessee 5.01%

Nation 19.77% Nation 4.62%
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Tennessee has mental illness rates higher than the national average. With such large portions
of Tennessee's population suffering from mental illness, it is important for the state to ensure
adequate availability of mental health services so this population can receive needed
psychiatric treatment.

Strategic Behavioral Health has extensive experience in the ramp up of psychiatric hospitals.
The applicant has looked at the population of the service area, prevalence of mental illness
and serious mental illness and has taken into account the ramp up pattern of other SBH
facilities as its methodology and to form its projections.

The total average daily census of 23.8 in Year One and 46.8 in Year Two of the proposed
project is noted. Please break-out the proposed average daily census by unit:

Year One-| Year Two-
ADC ADC

Adult Psychiatric Unit (18
beds)
Gero Psychiatric Unit (16
Beds)
Child and adolescent beds (28
beds)
Chemical Dependency Unit (
10 beds)

Total

23.8

46.8

RESPONSE:

“ Adult Psychiatric Unit (18
beds)

Year One-
ADC

Year Two-
ADC

6

11.7

Gero Psychiatric Unit (16
Beds)

53

10.4

Child and adolescent beds (28
beds)

9.2

18.2

Chemical Dependency Unit (
10 beds)

33

6.5

Total

23.8

46.8

Please provide letters of referral from Community Mental Health Centers, Private
Psychiatrists and Primary Care Physicians, etc.
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RESPONSE: At this time, the applicant has met with a wide sample of community mental
health stakeholders; including private practice clinicians, law enforcement, medical/surgical
hospitals, skilled nursing facilities, teaching institutions, Department of Children’s Services
and local government officials. The applicant has attached the Letters of Support that are
already in receipt, validating the need for additional inpatient psychiatric services discussed
during the meetings. In addition, the applicant anticipates receiving letters of support from
several community stakeholders.

Please also provide letters from the service area’s Community Mental Health Agency’s
mobile crisis teams that express the need for the proposed psychiatric inpatient facility in
Sullivan County.

RESPONSE: A Strategic Behavioral Health Representative has made contact with Frontier
Health, who is not willing to write a letter expressing the need for our proposed facility. Ina
meeting on October 10, 2013 with Lucretia Sanders, Regional Administrator for the
Department of Children’s Services, a representative from Strategic Behavioral Health was
told that there is definitely a need for additional inpatient psychiatric beds. Mrs. Sanders
indicated that if DCS is unable to get a youth placed at Woodridge Hospital they have to send
the youth to Knoxville, which puts a tremendous strain on continuity of care and is not
desirable. Additionally, in a meeting with Sullivan County Sheriff’s Office Chief Deputy
Lisa Christian a representative from Strategic Behavioral Health was shown data reflecting
mental health transports conducted by the department. In 2012 there were 1,107 transports
that had to leave Sullivan County to receive services. In 2013 there were 1,168 transports that
had to leave Sullivan County to receive services. On 1/14/2014 a representative from
Strategic Behavioral Health met with several key stakeholders from Kingsport City Schools.
During this meeting it was stated that the school district takes a proactive role in responding
to the mental health needs of its students and would be encouraged to work with Strategic
Behavioral Health as a community partnership to place an emphasis on continuity of care and
transitional re-entry into schools.

24, Section C. Economic Feasibility Item 1 (Project Cost Chart)

The letter from Thomas Construction Group dated December 9, 2013 is noted. Please submit
the referenced attached “Part A of the Project Costs Chart” the letter is referencing.

RESPONSE: This reference refers to "Part A" of the Project Cost Chart itself, which
specifies that the projected construction costs are approximately $8.000.000.

Please clarify $562,607 assigned to C.4. “Build Year Operating Cost”.

RESPONSE: These are costs, such as personnel and benefit costs, that accrue as operating
costs as the applicant brings the project through construction completion and licensure prior
to accepting the first patient. A list of these costs is attached.
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25.  Section C. Economic Feasibility Item 2 (Funding)

The applicant has checked box F-“Other Funding” to document funding for this proposed
project. The letter dated December 11, 2013 for Strategic Behavioral Health, LLC notes the
proposed project will be funded through cash, availability under the credit facility and net
cash flows from existing operations. Please clarify how much of the $11,717,915 project cost
will be assigned to cash, revolving credit and net cash flows. Also, please check all
applicable funding sources for the project and resubmit a replacement page.

RESPONSE: SBH - Kingsport, LLC anticipates that the breakdown of funding for the
project is as follows:

- Cash - $4,100,000
- Revolving Credit - $6,700,000
- Additional Net Cash Flows - $917,915
The requested replacement page, indicating all applicable funding sources is attached.
26. Section C. Economic Feasibility Item 3 (Reasonableness of Project Cost)

Please compare the cost per square foot of construction to similar projects recently approved
by the Health Services and Development Agency.

RESPONSE: The applicant’s construction cost per square foot of $153.00 compares
favorably with that projected by the applicant in the following CON applications: Rolling
Hills Hospital, CN1312-051: $337 per square foot; Woodridge of West Tennessee, CN1309-
035: $114 per square foot (renovation only).

The latest HSDA Hospital Construction Cost per Square Foot analysis for projects approved
by the HSDA 2010-2012 is provided at the following web-site:
http://tennessee.gov/hsda/applicants_tools/docs/Construction%20Cost%20Per%20Square%2
OFo0ot%20charts-0911.pdf

RESPONSE: See the attached chart for the requested historic costs per square foot. The
median cost per square foot for new hospital construction projects for 2010-2012 was
$259.66 per square foot. The applicant projects that its construction costs are approximately
$153.00 per square foot. This project’s projected construction costs are thus below the 2010-
2012 median cost.

27.  Section C. Economic Feasibility Item 4. (Historical Data Chart and Projected Data
Chart)

Please indicate if there are management fees associated with this project. Please note that
“Management Fees to Affiliates” should include management fees paid by agreement to the
parent company, another subsidiary of the parent company, or a third party with common
ownership as the applicant entity. “Management Fees to Non-Affiliates” should also include



Mr. Phillip M. Earhart
January 28, 2014

109

l l
m

$_rUPPLEMENTAL #1
January 29, 2014
3:10pm

TAN23°1

any management fees paid by agreement to third party entities not having common ownership
with the applicant. Management fees should not include expense allocations for support
services, e.g., finance, human resources, information technology, legal, managed care,
planning marketing, quality assurance, etc. that have been consolidated/centralized for the
subsidiaries of a parent company.

RESPONSE: There are no management fees associated with this project.

There appears to be a calculation error for the total of Gross Operating Revenue in Year 2 on
the Projected Data Chart. Please verify and resubmit a replacement page if needed.

RESPONSE: The Gross Operating Revenue in Year 2 on the Project Data Chart had a typo
and should have been $28,023,800 and not $26,023,800. A corrected Project Data Chart is
attached.

The applicant projects 8,700 patients in Year One. What is the census of patients needed to
breakeven?

RESPONSE: The census of patients that is needed to break even is twenty four (24).
Please complete the following for D.9 of the Projected Data Chart:

PROJECTED DATA CHART-OTHER EXPENSES

OTHER EXPENSES CATEGORIES Year_ Year_
1. $ $
2.
3.
4,
5.
6.
#e

Total Other Expenses b $

RESPONSE:

OTHER EXPENSES CATEGORIES Year_ 1 Year_2
1. Advertising $ 120,000  $ 120,000
2. Purchased Services $ 366,708  $ 550,542
3. Recruitment $ 36,000 $ 36,000
4. Travel $ 90,000 $ 90,000
5. Repairs $_17,400__  $_34,200
6. Insurance $ 48,000 $ 48,000
7. Utilities $ 144300 $ 149,850
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8. Misc. Expenses $.20,700__  $_29,100 _
Total Other Expenses $ 843,108  $_1,057,692_

28.  Section C. Economic Feasibility Item 5

Please calculate average gross charge, average deduction from operating revenue and average
net charge Year One. The applicant should divide each area by the total of patient days.

RESPONSE: The applicant projects that its average gross charge per inpatient day in year 1
is approximately $1,578, and that its average net charge per inpatient day is approximately
$550 per day. Its average deduction from gross operating revenue is approximately $1,028.

29. Section C, Economic Feasibility, Item 6.A. and 6.B.

Please provide comparative charges to Woodridge Psychiatric Hospital in adjoining
Washington County.

RESPONSE: As indicated by data on p. 18 of its 2012 JAR, the Woodridge Psychiatric
Hospital average charges per day appear to be approximately $2,214 per patient day. This
figure was derived by dividing its reported gross charges for inpatient ($47,218,094) care by
the number of its reported 2012 inpatient days (21,329).

30. Section C, Economic Feasibility, Item 9.
How will the medically indigent be served?

RESPONSE: Appropriate medical care will be provided to all patients, regardless of their
ability to pay. That care will be limited to the appropriate scope of a psychiatric hospital.
Emergency medical or life threatening medical will be transferred to the appropriate medical
hospital.

31. Orderly Development, Item 1
Does the applicant plan to have a working relationship with area mobile crisis teams?

RESPONSE: Yes, the applicant intends to have a working relationship with the area mobile
crisis teams. As indicated in question 6, Frontier Health did say that if we were able to
complete our project and provide quality clinical programing that they would work with us.

32. Orderly Development, Item 2

It appears there are other inpatient psychiatric providers such as Woodridge Psychiatric
Hospital that also claims Hawkins and Sullivan counties in their service area. How will this
proposal impact the utilization of similar providers such as Woodridge?

RESPONSE: Utilization of Woodridge and other inpatient psychiatric providers not in the
service area has already been accounted for in the projections for this project. The
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elimination over recent years of inpatient psychiatric beds at Indian Path Pavilion and
Lakeshore Mental Health Institute in Knoxville demonstrate the continuing need for
additional inpatient psychiatric beds in this service area.

33.  Section C, Contribution to Orderly Development, Item 3

The applicant has assigned 1.4 techs and 1.4 R.N/UM per shift. This staffing pattern appears
to be underestimated by the applicant in staffing a 72 bed psychiatric facility that may have
high acuity patients. How will 1.4 techs and 1.4 RN/UM cover four (4) units? If there is a
suicide watch how will this be handled with limited staff? Please clarify.

RESPONSE: The hospital will be staffed based on clinical acuity and staffing levels will
increase to accommodate the need if special observation is required. The staffing pattern
previously submitted was calculated by taking averages of FTE’s per unit per shift over the
ramp up census levels. The following ratios should provide more clarity on staffing;

Nursing ~ 1:10

Mental Health Tech — 1:8
Recreation Therapist — 1:30
Therapist — 1:12

In addition to fifteen (15) minute checks, line of sight observations and one-to-one
observations will be used as needed. A PRN pool will be established to support the need for
additional staff for special observations.

How will one therapist cover four (4) psychiatric units in Year One and Year Two, and be
specialized in child and adolescent, chemical dependency, adult psych and gero-psych areas?

RESPONSE: The applicant will have appropriate therapist coverage for each patient
population. There is a one (1) to twelve (12) therapist ratio. Therapists will be educated and
trained in all specialized areas and populations.

Why are there no FTEs assigned to teachers?

RESPONSE: Children in acute psychiatric hospital care are on medical homebound from
local schools and education is not the focus of acute stabilization; however the applicant will,
upon the guardian’s request, communicate with the school in order to avoid administrative
disenrollment due to attendance.

What will be the patient to tech and nurse ratio for each of the four units? Will this meet
staffing requirements of the Tennessee Department of Mental Health?

RESPONSE: The applicant will meet the staffing requirements of the Tennessee
Department of Mental Health (Rule 0940-5-16-.14). All units will be staffed to acuity.
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Mr. Phillip M. Earhart January 29, 2014
January 28, 2014 3:10pm

34.

35.

Staffing will increase to cover special observations. The tech to patient ratio will be one (1)
to eight (8), and the nurse to patient ratio will be one (1) to twelve (12).

Please compare clinical staff salaries in the proposal to prevailing wage patterns in the
service area as published by the Tennessee Department of Labor and Workforce
Development and/or other documented sources.

RESPONSE: Wage patterns for these positions in this service area, as published by the
Tennessee Department of Labor and Workforce Development, are set forth below for the
Kingsport-Bristol MSA:

Position Median Wage
RN $48,630
Mental Health Counselor $34,740
Healthcare Support Workers $33,600

If necessary, please resubmit the staffing pattern for the 72 bed psychiatric facility that will
meet licensure standards.

Section C, Contribution to Orderly Development, Item 7

Please provide the latest results of a state licensure survey of an existing inpatient psychiatric
inpatient facility owned by Strategic Behavioral Health, LLC along with the applicant’s
responses.

RESPONSE: The requested documentation is attached hereto.
Proof of Publication

Please submit a copy of the full page of the newspaper in which the notice of intent appeared
with the mast and dateline intact or submit a publication affidavit which is supplied by the
newspaper as proof of the publication of the letter of intent.

RESPONSE: The requested documentation is attached hereto.



Mr. Phillip M. Earhart
January 28, 2014

Attachments
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Sincerely,
Mike Garone

Contact Person for Certificate of Need
Application CN1312-050
SBH-Kingsport, LLC
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200 Shelby Street, Kingsport, Tennessee 37660
Information: (423) 229-9300 - Fax: (423) 224-2786

Email: kptpd@ci.kingsport.tn.us

David Quillin
Chief of Police
(423) 229-9423

Tennessee Health Services and Development Agency
502 Deaderick Street
Nashville, TN 37243 “

To Whom It May Concern,

My name Is David Quillin. | serve as the Chief of Police of the Kingsport Police Department. |
have almost 30 years of local law enforcement experience. It has come to my attention that
Strategic Behavioral Health, LLC has expressed an interest in potentially locating a facility in our
city which would expand access to mental health services for our community.

| believe this type of facility could be beneficial to our community for a variety of reasons:

e There are waiting lists at other facilities and citizens cannot get the care they need in a
timely manner.

* Emergency rooms at hospitals should probably not be the place where mentally ill are
treated.

* The local mental health system has been stressed after the closure of Indian Path
Pavilion and Lakeshore Mental Health Institute.

¢ Large portions of our population must travel outside of the area in order to receive the
appropriate treatment.

e Qur community hospital system provides exceptional care, but, based on my
experience, there is still a growing need for psychiatric services in our immediate area.

| would be happy to answer any questions, should they arise.

David Quillin} Chief of Police
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2762 E Center Street, Kingsport, TN 37664  Ph: 423-408-8041  Email: sybilrsmith@gmail.com

1/22/14
Tennessee Health Services and Development Agency
502 Deaderick Street
Nashville, TN 37243

To Whom it May Concern:

Being a therapist in private practice and connected to the Kingsport, TN community for
over a decade, I am voicing my support for expanded mental health services. My name is Sybil
Smith, and I hold a state license as LPC-MHSP, national board certification as a music therapist,
as well as the FAMI designation.

In my practice, I work with teens and adults who struggle with anxiety, depression and
eating disorders, specifically as a result of trauma. In most cases, emotional crisis is either the
precipitating factor that brings people to seek treatment, or the crisis comes as a result of dealing
with very traumatic issues in an unsupported environment. In both cases, my hands are tied, in
terms of offering resources to my clients for inpatient treatment, detox, or intensive out patient
therapy. With the closest facility to provide these services being nearly an hour's drive away, it is
a real deterrent for our community members to receive the support and healing that they so
desperately need.

Because of the lack of resources, many of our community members end up in the hospital
system. While we have top-notch hospital care here, neither Wellmont nor Mountain States are
equipped to fully service the mental health needs of my clients. When clients do find resources
outside of our community — often out of state — the continuity of care becomes much more
difficult. Consistency is one of the key factors in healing anxiety, depression, eating disorders
and trauma. Having a facility in our community will help me continue care in a more
manageable and healthy way that benefits my clients.

If you have any other questions, please feel free to contact me; I am happy to support
mental health awareness and resources in our community.

Sincerely,

/ Z LPL

Sybil R Smith, LPC-MHSP, MT-BC, FAMI
The Journey Center for Healing Arts
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Cognitive Behavioral e
Specialists of the Tri-Cities

Teaching the ABC's of Healthy Choices )

2758 E Center St.,, Kingsport, TN 37664 423-245-5608

January 14, 2014

Tennessee Health Services and Development Agency
502 Deaderick Street
Nashville, Tn 37243

To Whom It May Concern,

I am provider of mental health services in an outpatient private practice setting in Kingsport Tn. I am
writing this letter to express my deep concern related to the serious lack of higher level of care options for
mental health clients.

As it stands now any client in a psychiatric crisis has very few options, all of which are problematic.

They must go to the emergency room to be evaluated and cleared before being approved to transfer to
Woodridge. This is a problem for many of my clients that do not want to go through the emergency room
and incur additional and unnecessary medical bills, clients that are concerned about sitting in the
emergency room with flu and other contagious iliness, as well as for clients that are not emotionally stable
to sit the.long hours to be cleared. Many of my psychiatric clients refuse to go to Woodridge because
they have gone in the past and been traumatized by patients who were in the unit for detox/ substance
abuse purposes. Woodridge is limited in the number of beds available and often must send critical
overflow to either Knoxville or Nashville. This is extremely difficult for clients who are already in crisis.
I have had suicidal clients that required involuntary commitment who were forced to ride in the back of a
police car to Nashville. This experience was extremely traumatic and has resulted in additional
psychiatric issues for that client as well as a fear of future hospitalizations. The only alternative to
Woodridge currently is a 72 hour facility that patients can be placed in for safety; however, that does not
provide any therapy or skills to help them cope when they return home.

The need for children.and adolescents is even far greater. These children are being transported up to 9

hours away to receive psychiatric treatment. It is impossible for families to be involved in the treatment

process from that far away. This can cause greater psychiatric stress and trauma to already fragile
children. It is extremely difficnlt (2 kave continuzity of care between-providers in-Knoxville, Nashville-and— — ~ — -~
Memphis and those providers who will be following up with these patients when they return home. This

can often result in unnecessary and sometimes abrupt medication changes with local physicians who are

taking over when the patients are discharged. This can cause the client another crisis for which the only

treatment options are listed above.

I believe strongly that it is in the best interest of my clients and of our local community to grant
the CON and expand the options for mental health treatment in our community. Please contact
me for any additional information at 423-245-5608.

Sincerely,

Cheri L. Baird, LCSW/CCBT
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Cognitive Behavioral R
Specialists of the Tri-Cities

Teaching the ABC's of Healthy Choices )

2758 E Center St.,  Kingsport, TN 37664 423-245-5608

January 15, 2014

Tennessee Health Services and Development Agency
502 Deaderick Street
Nashville, TN 37243

To Wilom It May Concern:

As a licensed professional counselor, I would like to offer my support for the proposal by
Strategic Behavioral Health, LLC to construct a new behavioral health hospital in Kingsport,
Tennessee. I am currently in private practlce and see a need for such a faelhty since the closure
of Indian Path Pavilion in 2009 and the more recent closure of Lakeshore in Knoxville; This has
leﬁ our commumty in need of inpatient care and only one ﬁtcnhty to prowde those serwoes

I was employed at Indian Path Pavilion from 2000-2009 asa counselor and worked in various
programs during my tenure. The closing of the facllrty had nothm,g to do with a decreased need
from the community but more so because of poor management. Many patients now must either
seek treatment at Woodridge Hospital in Johnson City or go to Knoxville and beyond to get the
care they need. Most patients and clinicians in the area do not believe Woodridge offers the
quality of care they desire, now that Woodridge is owned by Mountain States Health Alliance
(MSHA). Potential patients for Woodridge are required to go to a local emergency department
for screening prior to admission, placing an unnecessary burden on those seeking treatment. This
. alone keeps many people needing mpatlent treatment from followmg through. Since MSHA is a
medical organization, psychiatric care is only a fraction of their services and does not receive the
resources it needs.

My understandmg of the proposed hospital is that Strategic Behavmral Health, LLC will fill a
niche in our commumty by offering underserved populations services they need, in our area
rather than requiring travel to other areas of the state. This is especially important for substance
abuse and treatment of children and adolescents so that family may be involved.

In conclusion, I strongly support the certificate of need for a new psychiatric hospital in
Kingsport, Tennessee.

Sincerely,

HupblSeoruid, LPe(ntes

Harold Leonard, LPC/MHSP, CCBT
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Cognitive Behavioral A

Specialists of the Tri-Cities
Teaching the ABC's of Healthy (:Lu::io:s)

2758 E Center St., Kingsport, TN 37664 423-245-5608

January 15, 2014

Tennessee Health Services
and Development Agency
502 Deaderick Street
Nashville, TN. 37243

To Whom It May Concern:

My names is Kristy Beach-Callebs and I am a Licensed Professional Counselor in private
practice in Kingsport, Tennessee. I am writing to voice my support of expanding access to
mental health services in this area.

The mental health system suffered two significant blows in recent years with the closure
of Indian Path Pavilion and Lakeshore Mental Health Institute. These closures left a void in the
Tri-Cities area for much needed psychiatric services, and this void has continued to grow.
Clients have turned to local emergency rooms for psychiatric assessments and care that clearly
need to be addressed in a facility intended for that purpose. Clients have needed to travel outside
of their community for inpatient treatment as well as intensive outpatient services. This has
especially been difficult for our adolescent population.

While some services are being provided at Woodridge Psychiatric Hospital in Johnson
City, Tennessee, the distance and travel involved for clients attending an Intensive Outpatient
Program create additional hardships emotionally and financially at a time when they are already
under tremendous stress. As a clinician, I am constantly urging clients to increase their support
system. A strong healthy support network can be the difference between recovery and relapse,
and this network needs to include community resources as well as family and friends. The Tri-
Cities area is in desperate need of psychiatric services and resources at a community level. This
would help clients, and the professionals who seek to help them.

Thank you for your time and attention to this matter.

Sincerely,

<Callebs, LP P CCBT

Licensed Pripfessional Counselor
Cheri L. Baird, LCSW CCBT Kristy Beach-Callebs, LPC/MHSP CCBT
Licensed Clinical Social Worker Licensed Professional Counselor

Harold Leonard, NCC, LPC/MHSP
Licensed Professional Counselor
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DEPARTMENT OF CHILDREN’S SERVICES
2557 Plymouth Road
Johnson City, TN 37601

January 28, 2014

Tennessee Health Services and Development Agency
502 Deaderick Street
Nashville, TN 37243

To Whom It May Concern:

My name is Lucretia Sanders and I am the Regional Administrator for the
Northeast Department of Children’s Services. I am writing to voice my
support of expanding access to mental health services in this area.

e
Our primary focus is the health, safety, and well-being of children and
families. Often these children and families have significant mental health
needs that impact successful reunification back into their home.
Additionally, it may impact them staying in their home. One of the
significant barriers identified has been waiting lists, transportation needs,
and available resources.

Our current mental health facility strives diligently to meet the needs, but
the distance to drive to Johnson City for families creates emotional and
financial hardships at a time when they are under stress already. Since we
cover an eight county region, a large portion of our population has to travel
outside of their home county to receive the needed mental health care.

Any additional services that can come to our area would greatly enhance the
area and meet the needs of children and families we serve.

Sincerely,

Lucretia B. Sanders, Regional Administrator



KINGSPORT POLICE DEPARTMENT

200 Shelby Street, Kingsport, Tennessee 37660
Information: (423) 229-9300 - Fax: (423) 224-2786

Email: kptpd@ei.kingsport.tn.us

o '.'z\f& ; David Quillin
_ Chief of Police
(423) 229-9423

Tennessee Health Services and Development Agency
502 Deaderick Street
Nashville, TN 37243 -

To. Whom it May Concern,

My name is David Quillin, | serve as the Chief of Pollce-of the Kingsport Police Department, |
have almost 30 years of local law enforcement experience. It has come to my attention that
Strategic Behavioral Health, LLC has expressed an interest in potentially locating a facility in our
city which would expand access to mental health services far our community.

| believe this type of facility could be beneficial to our community for a variety of reasons:

e There are walting lists at other facilities and citizens cannot get the care they need in a
timely manner.

¢ Emergency rooms at hospitals should probably not be the place where mentally ill are
treated.

e The local mental health system has been stressed after the closure of Indian Path
Pavilion and Lakeshore Mental Health Institute.

e Large portions of our population must travel outside of the area in order to receive the
appropriate treatment.

e Our community hospital system provides exceptional care, but, based on my
experience, there is still a growing need for psychiatric services in our immediate area.

| would be happy to answer any questions, should they arise.

Regards,

David Quillin) Chief of Police
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Ambulatory Surgical Treatment Center Construction Cost Per Square Foot

Years: 2010 —-2012

January 29, 2014
3:10pm

Renovated New Total
Construction Construction Construction
1*' Quartile $50.00/sq ft $200.00/sq ft $78.42/sq ft
Median $100.47/sq ft $252.74/sq ft $166.28/sq ft
3" Quartile $166.28/sq ft $292.61/sq ft $244.26/sq ft

Source: CON approved applications for years 2010 through 2012

Hospital Construction Cost Per Square Foot

Years: 2010 -2012

Renovated New Total
Construction Construction Construction
1** Quartile $99.12/sq ft $234.64/sq ft $167.99/sq ft
Median $177.60/sq ft $259.66/sq ft $235.00/sq ft
3" Quartile $249.00/sq ft $307.80/sq ft $274.63/sq ft

Source: CON approved applications for years 2010 through 2012

Nursing Home Construction Cost Per Square Foot

Years: 2010 —2012

Renovated New Total
Construction Construction Construction
1* Quartile $19.30/sq ft $164.57/sq ft $73.23/sq ft
Median $35.76/sq ft $167.31/sq ft $164.57/sq ft
3™ Quartile $55.00/sq ft $181.72/sq ft $167.61/sq ft

Source: CON approved applications for years 2010 through 2012

Outpatient Diagnostic Center Construction Cost Per Square Foot

Years: 2010 -2012

Due to insufficient sample size, Construction ranges are not available.
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4390. INSTITUTIONS FOR MENTAL DISEASES

A. Statutory and Regulatory Provisions.--The statutory provisions relating to institutions
for mental diseases ([MDsi mcluﬁe two categories of covered services and a broad payment
exclusion that can preclude payment for services provided to certain individuals in both
participating and non-participating facilities.

1. IMD Coverage.--The original Medicaid legislation (P.L. 89-97) included a benefit

for individuals 65 years of age or older who are in hospitals or nursing facilities that are IMDs.

gln% g;ogi;{gﬁﬁ in §1905(a)%14) of the Act and regulations relating to this benefit are in Subpart
0 ;

In 1972, the Medicaid program was expanded (P.L. 92-603) to include inpatient psychiatric
hospital services for individuals under age 21, or, in certain circumstances, under age 22. This
grovision is in %111905(3)( 16) of the Act. Authority for using additional settings was enacted in

.L. 101-508. This benefit is currently being provided in a wide variety of psychiatric facilities.
Regulations for this benefit are in Subpart D of 42 CFR 441.

Both IMD benefits are ecgll:;_ticmal, except that inpatient psychiatric services for individuals under
age 21 must be provided in any State as early and periodic screening, diagnosis and treatment
(EPSDT) services if they are determined to be medically necessary.

2. IMD Exclusion.--The IMD exclusion is in §1905(a) of the Act in paragraph (B)
following the list of Medicaid services. This paragraph states that FFP is not awailaallbf?lf’:T or any
medical assistance under title XIX for services provided to any individual who is under age 65
and who is a gatient in an IMD unless the payment is for inpatient psychiatric services for
individuals under age 21. This exclusion was designed to assure that S)t,atcs, rather than the
Federal government, continue to have principal responsibility for funding inpatient psychiatric
services. Under this broad exclusion, no Medicaid payment can be made for services provided
either in or outside the facility for IMD patients in this age group.

3. IMD Definition.--In 1988, P.L. 100-360 defined an institution for mental diseases
as a hospital, nursing facility, or other institution of more than 16 beds that is primarily engaged
in providing diagnosis, treatment, or care of ,IE}’;rSO“S with mental diseases, including medical
attention, nursing care, and related services. This definition is in §1905(i) of the Act and in 42
CFR 435.1009. The regulations also indicate that an institution is an IMD if its overall character
is that of a facility established and maintained primarily for the care and treatment of individuals
with mental diseases.

Facilities with fewer than 17 beds that specialize in treating persons with mental disorders can
provide the types of services discussed in item 1 if they meet the regulatory requirements to
provide these institutional benefits, but these facilities are not technically IMDs. Because IMDs
are defined to be institutions with more than 16 beds, the IMD exclusion applies only to
institutions with at least 17 beds.

B. Guidelines for Determining What Constitutes an Institution.--When it is necessary to
determine whether an institution is an IMD, the IMD criteria listed in subsection C must be
applied to the appropriate entity. In most cases, there is no difficulty in determining what entity
to apply the criteria to. But in cases in which multiple components are involved, it may be

necessary for the HCFA regional office (RO) to apply the following guidelines

Rev. 65 4-387
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REQUIREMENTS AND LIMITS
4390 (Cont.) APPLICABLE TO SPECIFIC SERVICES 03-94

to identify the institution to be assessed. Components that are certified as different types of
providers, such as NFs and hospitals, are considered independent from each other.

1.  Are all components controlled by one owner or one governing body?

2. Is one chief medical officer responsible for the medical staff activities in all
components?

3. Does one chief executive officer control all administrative activities in all
components?

4, Are any of the components separately licensed?

5. Are the comFonents so organizationally and geographically separate that it is not
feasible to operate as a single entity?

6. If two or more of the components are participating under the same provider
category (such as NFs), can each component meet the conditions of participation independently?

to items 1, 2, or 3 is "no," or the answer to items 4, 5, or 6 is "yes," for example, there may be a
separate. facxhty/cgmponent. If it is determined that a component is independent, the IMD
criteria in subsection C are applied to that component unless the component has 16 or fewer

beds.

C. Guidelines for Determining Whether Institution Is an IMD.--HCFA uses the followin
idelines to evaluate whether the overall character of a facility is that of an IMD. If any o
ese criteria are met, a thorough IMD assessment must be made. Other relevant factors may

also be considered. For example, if a NF is being reviewed, reviewers may wish to consider
whether the average age of the patients in the NF is significantly lower than that of a typical NF.
A final determination of a facility’s IMD status depends on whether an evaluation of the
information pertaining to the facility establishes that its overall character is that of a facility
established and/or maintained primarily for the care and treatment of individuals with mental

diseases.

The RO ma{ also use other guidelines that it finds relevant in a specific situation. If the answer

1. The facility is licensed as a psychiatric facility;
2. The facility is accredited as a psychiatric facility;

3. The facility is under the jurisdiction of the State’s mental health authority. (This
criterion does not apply to facilities under mental health authority that are not providing services
to mentally ill persons.);

4. The facility specializes in providing psychiatric/psychological care and treatment.
This may be ascertained through review of patients’ records. It may also be indicated by the fact
that an unusually large proportion of the staff has specialized psychiatric/psychological training
or that a large proportion of the patients are receiving psychophanuacologicaf’dmgs; and

5. The current need for institutionalization for more than 50 percent of all the
patients in the facility results from mental diseases.

4-388 Rev. 65
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REQUIREMENTS AND LIMITS
06-96 APPLICABLE TO SPECIFIC SERVICES 4390 (Cont.)

D. Assessing Patient Population.--The review team applying the guidelines must include
at least one physician or other skilled medical professional who is familiar with the care of

mentally ill individuals. No team member may be employed by or have a significant financial
interest in the facility under review.

In applying the 50 percent guideline (see §4390.C.2), determine whether each patient§s current
need for institutionalization results from a mental disease. It is not necessary to determine
whether any mental health care is being provided in applying this guideline.

For purposes of determining whether a facility is subject to the IMD exclusion, the term "mental
disease” includes diseases listed as mental disorders in the International Classification of
Diseases, 9th Edition, modified for clinical applications (ICD-9-CM), with the exception of
mental retardation, senility, and organic brain syndrome. The Diagnostic and Statistical Manual
of Mental Disorders (DSM) is a subspecification of the mental disorder chapter of the ICD and
may also be used to determine whether a disorder is a mental disease.

If it is not possible to make the determination solely on the basis of an individual’s current
diagnosis, classify the patient according to the diagnosis at the time of admission if the patient
was admitted within the past year. Do not include a patient in the mentally ill category when no
clear cut distinction is possible.

To classify private patients when review of their records is not possible, rely on other factors
such as the surveyor’s professional observation, discussion with staff of the overall character and
nature of the patient’s problems, and the speclafty of the attending physician.

When the 50 percent guideline is being applied in a NF, the guideline is met if more than 50
percent of the NF residents reauire specialized services for treatment of serious mental illnesses,
as defined in 42 CFR 483.102(b). Facilities providing non-intensive care for chronically ill
individuals may also be TMDs. All NFs must provide mental health services which are of a
lesser intensity than specialized services to all residents who need such services. Therefore, in
applying the 50 percent %uidelines, it is important to focus on the basis of the patient’s current
need for NF care, rather than the nature of the services being provided.

E. Chemical Dependency Treatment Facilities.--The ICD-9-CM system classifies
alcoholism and other chemical dependency syndromes as mental disorders.

There is a continuum of care for chemical dependency. At one end of the spectrum of care,
treatment follows a psychiatric model and is performed by medically trained and licensed
personnel. If services are psychological in nature, the services are considered medical treatment
of a mental disease. Chemically dependent patients admitted for such treatment are counted as
mentally ill under the 50 percent guideline. Facilities with more than 16 beds that are providing
this type of treatment to the majority of their patients are IMDs.

At the other end of the spectrum of care are facilities that are limited to services based on the
Alcoholics Anonymous model, i.e., they rely on peer counseling and meetings to promote group
support and encouragement, and they primarily use lay persons as counselors. Lay counseling
does not constitute medical or remedial treatment. (SPee 42 CFR 440.2(b).) Do not count
patients

Rev. 69 4-389
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REQUIREMENTS AND LIMITS
4390.1 APPLICABLE TO SPECIFIC SERVICES 06-96

admitted to a facility only for lay counseling or services based on the Alcoholics Anonymous
model as mentally ill under the 50 percent guideline. If psychosocial support provided by peers
or staff without specialized trainindg is the primary care being provided in the acilitfr, the facility
is not an IMD. The major factor differentiating these facilities from other chemical dependency
treatment facilities is the primary reliance on lay staff.

Federal matching funds may not be claimed for institutional services when lay/social treatment is
the primary reason for the inpatient stay. Facilities may not claim Medicaid payment for
providing covered medical or remedial services in a nursing facility or hospitaP to patients
admitted for treatment of chemical dependency and simultaneously claim that they are providin

only lay or social services to those same patients when the 50 percent guideline is being applied.
Facilities also may not avoid having their chemically dependent patients counted as mentally ill
under the 50 percent guideline by withholding appropriate treatment from those patients.
Facilities failing to provide appropriate treatment to patients risk termination from the program.

In determining whether a facility has fewer than 17 beds, it is not necessary to include beds used
solely to accommodate the children of the individuals who are being treated. Children in beds

that are not certified or used as treatment beds are not considered to %e patients in the IMD and

%he;ffore are not subject to the IMD exclusion if they receive covered services while outside the
acility.

4390.1 Periods of Absence From IMDs.--42 CFR 435.1008(c) states that an individual on
conditional release or convalescent leave from an IMD is not considered to be a patient in that
institution. These periods of absence relate to the course of treatment of the individual’s mental
disorder. If a patient is sent home for a trial visit, this is convalescent leave. If a patient is
released from the institution on the condition that the patient receive outpatient treatment or on
other comparable conditions, the patient is on conditional release.

If an emergency or other need to obtain medical treatment arises during the course of
convalescent leave or conditional release, these services may be covered under Medicaid because
the individual is not considered to be an IMD patient during these periods. If a patient is
temporarily transferred from an IMD for the purpose of obtaining medical treatment, however,
this is not considered a conditional release, and the patient is still considered an IMD patient.

The regulations contain a separate provision for individuals under age 22 who have been
receiving the inpatient psychiatric services benefit defined in 42 CFR 440.160. This category of
patient is considered to remain a patient in the institution until he/she is unconditionally released
or, if earlier, the date he/she reaches age 22.

4-390 Rev. 69
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§438.1008

would ordinarily be pald to a family of
two without Income or resources may
use an amount based upon a reasonable
relationship to such an AFDC standaid
for a family of two.

te) FFP I8 not avallable in expandi-
tures for services provided to categori-
cally needy and medically needy hene-
ficlaries subject to the FFP limits if
their annual income, after the cash as-
sistance income deductions and any in-
come dlsregards In the State plan au-
thorized under seotion 1902(r)(2) of the
Act are applied, exceeds the 133 per-
cent limitation described under para-
graphs (b), (e), and (d) of this section.

(1Y A State may use the less restrio-
tlve income methodologies Included
under its State plan as authorized
under §435.60L 1n determining whether
a family’s Income exceeds the limita-
tion described In paragraph (b) of this
sactlon,

158 PR 4933, Jan, 19, 1093. as amended at 68
FR 2321, 2667, Jun, 11, 4001

§455.1008 FFP in en:?enditumt for
medieal assistance for individuals
who have declared United States
citizenship or nationality under
section 1137(d) of the Act and with
respect to whom the State has not
documented citizenship and iden-
tity.

Except for Individuals described in
§436.406(a)1)(v), FFP will not be avall-
able to a State with respect to expendl-~
tures for medical assistance furnished
to individuals unless the State has ob-
talned satisfactory documentary evi-
dence of citizenship or natlonal status.
As described In §435.107 that complies
with the requirements of section
1903(x) of the Act.

172 FR 38694, July 13, 2007)
§436.1009 Institutionalized individ-
uals,

(a) FFP is not available In expendi-
tures for services provided to—

(1) Individuals who are inmates of
public institutions as defined In
§436.1010: or

(2) Individuals under age 65 who are
patients in an institution for mental
dlseases unless they are under uge 22
and are receiving Inpatient psychiatric
services under §440.160 of this sub-
chapter,

SUPPLEMENTAL=#-1"

42 CFR Ch. IV (10-1-12 Edition)

(1) The exclusion of FFP descoribed in
paragraph () of this sectlon does not
apply during that part of the month in
which the individual Is not an Inmute
of a public Institution or a patient In
an Institution for tuberculosis or men-
tal dinenses.

(¢) An individual on conditional re-
lease or convalescent leave from an In-
stltutlon for mental diseases Ia not
considered to be & patient In that Insti-
tution. However. such an Individual
who I8 under age 22 and has been re-
ceiving inpatient psychiatric services
under §440.160 of this subchapter Is con-
sldered to be a patlent In the Institu-
tion until he 1s unconditionally re-
leased or, f earlier, the date he reaches
nyge 22,

113 FR 45204, Sept, 29, 1978, ax nmended at 50
FR 13109, Apr. 3, 1985; 50 FR 38811, Sept, 25,
1985. Redestunated and amended at 71 FR
39226, Julw 12, 2006)

§435.1010 Deflnitions relating to insti-
tutional status.

For purposes of FFP, the following
definitions apply:

Active treatment in interinediate care
facilities for individuals 1with ntellectual
disabilities means treatment that meets
the requirements specified in the
standard concerning active treatment
for intermediate care facllities for per-
30ns with Intellectual Disability under
§483.440(a) of this subchapter.

Chlld-care institution means a non-
profit private child-care institution, or
a public child-care institution that ac-
commodates no more than twenty-five
children, which 18 licensed by the State
In which 1t {s situated, or has been ap-
proved by the agenocy of the State re-
sponsible for llcensing or approval of
Institutions of this type. as meeting
the standards established for licensing,
The term does not include detention fa-
cilltles. forestry camps, training
schools or any other facility operated
primarily for the detention of children
who are determined to be delinguent.

In an institution refers to an indi-
vidual who 1s admitted to live there
and receive treatment or services pro-
vided there that are appropriate to his
requirements.
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PUBLICATION CERTIFICATE
Kingsport, TN oli>

This is to certify that the Legal Notice hereto attached was published in
the Kingsport Times-News, a daily newspaper published in the City of

Kingsport, County of Slﬂlivcn, State of Tennessee, beginning in
the issue of 10, Jol> I

and appearing__{ consecutive weels/times, o1s per order

of /;Z):z,&u M Diisrdn
 signed Sl Eolnndla

s .y -l

STATE O i

N| AT
Personally appeared before me this |O+h day of &’L@W )
20173, %w@ Eolwa)x,@) |

of the Kingsport TirQnes-News and in due form of law made oath that the
. T , .
Foregmngg]%te@?gl was true to the best of my knowledge and belief.
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AFFIDAVIT &

A

STATE OF TENNESSEE

COUNTY OF ¢ ﬂ’Z é [')%

NAME OF FACILITY: _ DBH - KinasporT | LLL

I, MicHaet GAReoNE ’, after first being duly sworn, state under oath that | am the

applicant named in this Certificate of Need application or the lawful agent thereof, that |
have reviewed all of the supplemental information submitted herewith, and that it is true,

o’ A

DIRECT2R 0F DEVELOPMENT

accurate, and complete.

Signature/Title
Sworn to and subscribed before me, a Notary Public, this the J day of , 20 _L‘E
witness my hand at office in the County of CD%L%OL , State of Tennessee.

Chur e oo

NOTARY PUBLIC /

My commission expires Od /C?r 01 .

HF-0043 .-.- ST“TE '
| S { Towtssee 1 E
Revised 7/02 E ‘-. NOTARY ,-‘ s
2 PUBLIC 5

%) \\\s

""-’Hrrunnm!l*"

MY COMMISSION EXRIRES:

October 9, 2016
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January 31, 2014

Mr. Phillip M. Earhart Via Hand Delivery
Health Planner III

Tennessee Health Services and Development Agency

Andrew Jackson Building, 9th Floor

502 Deaderick Street

Nashville, TN 37243

Re:  Certificate of Need Application CN1312-050
SBH-Kingsport, LLC

Dear Mr. Earhart;

Set forth below are the responses of SBH-Kingsport, LLC, the applicant in Certificate of
Need Application CN1312-050 to the request for information dated January 30, 2014. We have filed
these in triplicate, as you directed, along with an affidavit regarding the responses.

1. Section B, Project Description, Item IT.A

Please clarify the reason each psychiatric unit will not have their own dedicated seclusion
room and bathroom. Does this arrangement meet best practice guidelines in life/safety?

RESPONSE: The applicants President, a seasoned Mental Health Professional spent
considerable time with the architect and design team to design the building specifically to
accommodate the patient population. In our years of experience, we have learned that when a
patient is in need of seclusion or restraint, it is extremely important to remove them from the
stimulus of the current unit. Our design has these seclusion rooms directly adjacent to the
unit, but far enough away to reduce stimulus. Additionally, we have a clinical philosophy of
seclusion and restraint as a last resort and we believe providing too many seclusion areas
could encourage additional use. The current design provides for maximum dignity and
respect for each client with the bathrooms being attached to the seclusion area.

How many seclusion rooms will there be per psychiatric unit?

RESPONSE: There are a total of three (3) seclusion rooms and bathrooms for the facility.
Each nurse’s station has a seclusion room behind them for better clinical oversight and
support. This equates to three (3) seclusion rooms for five distinct hallways or one (1) per
nurse’s station.
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The applicant states the twenty-eight (28) adolescent and child units are coed. What
experience does the applicant have in operating an adolescent and child inpatient psychiatric
unit with high risk patients?

RESPONSE: Strategic Behavioral Health currently operates a total of 387 child / adolescent
inpatient beds in North Carolina, Colorado, New Mexico and Nevada. In each of these
facilities, we have built a reputation of taking the most high-risk, most “acute”, and most
violent and aggressive children in each of these markets. In fact, our clinical outcomes have
shown significant improvement in these particular patients. Our staffing models and clinical
program design allow us to appropriately manage co-ed as well as different clinical
presentations in each unit.

The square footage and cost per square footage chart is noted. However, the last three
columns of the chart should be the final cost per sq. ft. for each unit/department, not project
cost assigned to each area. Please revise.

RESPONSE: The requested documentation is attached hereto. Please note that the price per
sq/tt is the same for each unit/department because we do not have the level of detail that
breaks out the pricing by unit.

2, Section B, Project Description, Item II.B

The applicant states Woodridge has claimed Sullivan and Hawkins counties in their service
area, which the applicant is also proposing to claim in their service area. Please provide a
brief summary of inpatient psychiatric services provided by Woodridge Psychiatric Hospital
and number of licensed beds assigned to each unit.

RESPONSE: According to its 2012 JAR, Woodridge has 84 psychiatric beds. Its 2012 JAR
does not list any psychiatric hospital beds assigned "specifically for children and youth under
age 18" or specifically for "geriatric patients". Also, its 2012 JAR does not assign any beds
to "chemical dependency" services.

3. Section B, Project Description Item IIL.A.(Plot Plan)
The plot plan is noted. Please describe the four businesses that border the site.

RESPONSE: To the best of the applicant’s knowledge the surrounding businesses are as
follows:

1. Kmart
2. Gregory Corradino, MD
3. Mountain Region Family Medicine

4. Frank Merendino, DDS
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5. Wellmont Health System
6. Grace Covenant Church
7. Stowaway Self Services Storage

It appears the proposed structures will be close to two existing structures. What are the two
structures and the distance to the proposed facility?

RESPONSE: To the best of the applicant’s knowledge one of the buildings is a self-storage
building and it is unclear what the other building is. The building footprint is not drawn to
scale on the plot plan, so we are unable to verify the distance to the two existing structures.
As indicated in the letter from our architect, all aspect of the project will be in accordance
with city building codes.

4., Section B, Project Description, Item B.IV

The floor plans submitted are noted. Please provide floor plans that include labeling of
psychiatric units, seclusion rooms, patient care rooms (noting private or semi-private),
ancillary areas, equipment areas, etc.

RESPONSE: The requested documentation is attached hereto.

5. Section C, Need, Item 1 a., (Project Specific Criteria-Psychiatric Inpatient Services A.
Need, 1)

The use of Tennessee Department of Health 2010-2020 projections published by the TDOH
in 2010 is noted. However, the most recent revision published by the Tennessee Department
of Health is 2013. Please revise all need calculations using population statistics incorporating
the Tennessee Department of Health Populations revised 2013 at the following web-site
address: http:/health.state.tn.us/statistics/pdffiles/CertNeed/Population_Proj ections 2010-
20.pdf

Please submit replacement pages with the revised changes.

RESPONSE: The requested revisions have been done, and the respective replacement pages
are attached.

6. Section C, Need, Item 1 a., (Project Specific Criteria-Psychiatric Inpatient Services B.1.
(Service Area)

The chart of the patient origin by county is noted. The chart notes the following number of
inpatient/discharge days for Woodridge Hospital in the two counties that is included in the
applicant’s proposed service area: Sullivan County: 5,886 inpatient/discharge days; and
Hawkins County: 1,520 inpatient/discharge days. The 2012 Joint Annual Report indicates
there were a total 19,306 Tennessee inpatient/discharge days in 2012 for Woodridge Hospital.
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Woodridge depends on 38% of their psychiatric inpatient patient/discharge days (7.9% from
Hawkins County and 30.1% from Sullivan County) from the applicant’s proposed service
area. Please clarify and discuss the impact the proposed project will have on Woodridge
Psychiatric Hospital while Woodridge depends on 38% of their patient days/discharges from
Hawkins and Sullivan counties.

RESPONSE: The SBH-Kingsport CON project plans to have only 18 beds dedicated to
adult psychiatric hospital services. As noted on its 2012 JAR, Woodridge allocates all 84 of
its beds to general adult psychiatric services, while not specifically reserving any for child
and adolescent inpatient psychiatric hospital services, geropsychiatric hospital services, or as
dedicated chemical dependency beds. Thus, the corporate mission of SBH-Kingsport, as set
forth in this CON application, differs significantly from that of Woodbridge. Therefore, the
applicant projects that its project will have relatively little impact on Woodridge. Woodridge
also claims to serve counties such as Greene, Washington, and Carter counties, which SBH-
Kingsport does not claim as being in its service area.

7. Section C, Need, Item 1 a., (Project Specific Criteria-Psychiatric Inpatient Services) B.
2. Service Area Demographics and Section C. Need. Item 4.A Service Area
Demographics

Please complete the following chart using population statistics revised 2013 by the
Tennessee Department of Health at the following web-site address
http://health.state.tn.us/statistics/CertNeed.shtml

Demographic Data - E
vy —
£ g8 » 98 b2
% g 2 g § 3 o g
p— N -~
= O a0 A < 5 e
Total 2014
Population

Total Population-

Total 2018 Population %
Change

65+ Pop. - 2014

65+ Pop. - 2018

65+ Population % Change

65+ Population % of Total
Population

Median Age

Median Household Income

TennCare Enrollees
TennCare Enrollees as % of
Total Population
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Persons Below Poverty Level

% of Total Population below

Poverty Level
RESPONSE:
] E i
§g i g 52
: 8 cE : 3 £z
Demographic Data H O 20 > < P =
Total 2014
Population 57,509 158,975 216,484 | 6,588,698
Total Population- 2018 58,164 161,136 219,300 [ 6,833,509
Total 2018 Population %
Change 1.1% 1.4% 1.3% 3.7%
65+ Pop. - 2014 11,259 33,325 44,484 981,984
65+ Pop. - 2018 12,990 37,365 50,355 1,102,413
65+ Population % Change* 15.4% 12.1% 12.9% 3.7%
65+ Population % of Total
Population* 19.6% 21.0% 20.3% 14.9%
Median Age** 42.3 yrs 43.5 yrs | 43.2 yrs (est.) 38 yrs
Median Household Income** $36,419 $40,025 $39,163 | $1,197,412
TennCare Enrollees*** 11,711 27,452 39,163 1,197,412
TennCare Enrollees as % of
Total Population 20.4% 16.9% 18.1% 18.2%
Persons Below Poverty Level** 9,431 26,867 36,298 981,716
% of Total Population below
Poverty Level 16.4% 16.9% 16.8% 14.9%

*2014 DOH Population Projection
**Census Bureau data
***Bureau of TennCare October 2013 data

8. Section C. Economic Feasibility Item 1 (Project Cost Chart)

A referenced list of $562,607 assigned to C.4. “Build Year Operating Cost” could not be
located in the supplemental. Please provide.

RESPONSE: Please reference the table below for breakdown of Build Year Operating Cost.

Build Year Operating Expenses

Salaries $310,085
Benefits $77,521
Professional Fees $12,500

Advertising $45,000
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Purchased Services $0
Recruitment $36,000
Food & Supplies $25,000
Travel $37,000
Repairs $0
Rental Expense $7,500
Insurance $0
Utilities $3,000
Bad Debt Expense $0
Property Taxes $0
Other Expenses $9,000
Total Hospital Expenses $562,607
9. Section C. Economic Feasibility Item 5

10.

The calculation of average gross charge, average deduction from operating revenue and
average net charge Year One is noted. However, please recalculate average deduction from
gross operating revenue. It appears to be $1,077 not $1,028. Please clarify.

RESPONSE: The average deduction from gross operating revenue is $1,077, when
calculated by dividing the total deductions of $9,370,257 by the total number of projected
patient days (8,700).

Section C, Contribution to Orderly Development, Item 3

Please complete the following table for total FTE’s that will be employed in the first year that
will be providing patient care:

Position Type FTE’s
Clinical Director

Program Director
Registered Nurses
RN/UM

Techs

Licensed Vocational Nurse
Therapist

RT

Teacher

Total
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Position Type FTEs
Clinical Director 1.0
Program Director 1.0
Registered Nurses 12.6
RN/UM 1.0
Techs 16.8
Licensed Vocational Nurse | 4.2
Therapist 4.0
RT 2.0
Teacher 0
Total 42.6

SUPPLEMENTAL-# 2
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Please clarify of there will be assessment/referral and aftercare positions involved with this

proposed project.

RESPONSE: The applicant intends to have an assessment and referral department. The
aftercare positions would consist of those Inpatient Therapy Staff that are involved with
discharge planning as well as those staff working in our Partial Hospitalization Program
(PHP) and Intensive Outpatient Program (IOP).

[Remainder of page intentionally left blank]
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Sincerely,

20 Ay

Mike Garone

Contact Person for Certificate of Need
Application CN1312-050
SBH-Kingsport, LLC

Attachments






May 14, 2014

Melanie M. Hill

Executive Director

Tennessee Health Services and
Development Agency

Andrew Jackson Building, 9" Floor

502 Deaderick Street

Nashville, TN 37243

RE: SBH-Kingsport, LLC: CN1312-050

Dear Ms. Hill:

I am submitting this letter to express my concerns regarding the proposal by
SBH-Kingsport to establish a psychiatric hospital in Kingsport.

I have practiced psychiatry in the area since 1986. I am currently the Medical Director of
Woodridge Psychiatric Hospital in Johnson City, but the views expressed in this letter are my
personal concerns as a practicing physician.

There is not a need in the region for the hospital proposed by SBH. The SBH facility
would simply duplicate services and capacity already available, to the detriment of existing
providers and the patients they serve. Approval of the SBH project, in my view, would clearly be
contrary to the best interests of the Tri-Cities community.

I respectfully request the Agency deny the application by SBH-Kingsport, L

Terry C. Bprel, M.D.




EAST TENNESSEE STATE UNTIYV SITY
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June 13,2014

Melanie M. Hill

Executive Director

Tennessce Health Services and Development Agency
Andrew Jackson Building, 9" Floor

502 Deaderick Street

Nashville, TN 37243

RE: SBH-Kingsport, LLC, CN1312-050

Dear Ms. Hill:

This letter is submitted on behalf of the East Tennessee University State University (“ETSU”)
Academic Health Sciences Center and the James H. Quillen College of Medicine.

ETSU is located in Johnson City. The Quillen College of Medicine was founded in 1974 and has
successfully graduated more than 1,800 physicians since then. More than 800 of these graduates
practice in Tennessee, It is the only medical school in the Tennessee Board of Regents System
and, with the College of Nursing, College of Clinical and Rehabilitative Health Sciences, Gatton
College of Pharmacy, and College of Public Health, serves as the system’s health sciences
center. In just four decades, the College has developed into one of the nation’s leading schools
for rural medicine and primary care training, an honor consistently recognized by U.S. News &
World Report. We are very proud of our history and seek to continue to provide excellent
training for our students and residents.

The Department of Psychiatry and Behavioral Sciences is a critical component of the College of
Medicine. Our psychiatry training program is broad-based so as to give a good foundation in the
full spectrum of psychiatric disorders, treatment approaches and treatment sites. We are strong
believers in a comprehensive, bio-psychosocial approach to psychiatry. This provides trainees a
strong basis for the future practice of psychiatry, as well as some first-hand encounters from
which one can choose later career preferences. A critical element of our training program occurs
at Woodridge Psychiatric Hospital (“Woodridge™), also located in Johnson City.

We have grave concerns about the potential entry of a for-profit psychiatric hospital (SBH) into
our market. Currently Woodridge provides 10 psychiatry residency positions at an annual cost
of $750,000 to the hospital. This represents 45% of the positions in our program. Additionally,
they have provided over $80,000 annually to help support faculty overseeing these residents.
Over 80% of the patients served at Woodridge have governmental insurance (Medicare,
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Tenncare/Medicaid) or are uninsured. Over 50% of the patients served are either
Tenncare/Medicaid or uninsured. As we understand, Woodridge currently operates at a loss.

We are deeply concerned that the SBH project, if approved, would impact Woodridge’s ability to
continue serving as our academic partner through support of the psychiatric residency program.
As you are well aware, this specialty is a vital part of the health care continuum and we want to
ensure the continued viability of Woodridge and our psychiatric residency program. Approval of
this project could permanently damage our program, significantly limiting our ability to train
psychiatrists in this part of the state.

We ask that you consider our concerns as you make your decision and carefully weigh the
impact it could have to our local safety net provider and the potential implications for our
residency program.

Very truly yours,
(Tt sk Z |
Dr. Wilsie Bishop Robert T. Means, Jr., M.D
Vice President for Health Affairs Dean of Medicine
East Tennessee State University James H. Quillen College of Medicine

East Tennessee State University



1167 SPRATLIN PARK DRIVE
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Phone: 423-467-3600

Fax: 423-467-3710
1-888-291-1935
www.frontierhealth.org

LB Lrontier Health.
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April 15, 2014

Melanie M. Hill

Executive Director

Tennessee Health Services and
Development Agency

Andrew Jackson Building, 9™ Floor

502 Deaderick Street

Nashville, TN 37243

RE: Letter In Regard to SBH — Kingsport, LLC,CN 1312-050
Dear Ms. Hill,

This letter is provided in support of Woodridge Psychiatric Hospital (“Woodridge™) and their role
as a critical, non-profit, public psychiatric facility for eight (8) counties of Region One in Northeast
Tennessee. Woodridge accepts walk-in individuals and community referrals regardless of their
ability to pay and serves as a safety-net for those individuals. In addition, Woodridge works
cooperatively with Frontier Health in efforts to reduce hospitalization recidivism, and in the
coordination of care with patients; interacting with multiple healthcare systems. The long standing
effective communication between Woodridge and regional providers promotes increasing positive
outcomes in the treatment of highly complex co-occurring disorders (which represents more than
sixty percent (60%) of all presenting patients).

Woodridge Psychiatric Hospital, Mountain States Health Alliance, and Frontier Health have a
longstanding commitment to serving those in acute and chronic conditions; and each consistently
has given significant uncompensated care to the citizens of our region. This community partnership
has increased access to care and improved the local quality of care for many years.

Sincerely,

o> € L0

Charles E. Good
President and CEO

CG/tdm
Sent via email: Melanie. Hill@tn.gov
Mail: via Federal Express

wi. People Are Important
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WAYNE ANDERSON

SHERE Melanie M. Hill
Executive Director
Tennessee Health and Development Agency
Andrew Jackson Building, 9" Floor
502 Deaderick Street
Nashville, TN. 37243

Dear Ms. Hill,

I am submitting this letter to express my concerns regarding the proposal by SBH to
establish a new psychiatric hospital in Kingsport, re: SBH- KINGSPORT, CN1312-050.

Initially I was favorably inclined toward the project due to my office’s constant burden
transporting mentally ill citizens from hospital emergency departments to inpatient
psychiatric facilities. This obligation is a source of frustration for me and my staff
because of the significant diversion of resources from our law enforcement and
correctional responsibilities.

However, upon further reflection, I have come to realize that a new psychiatric hospital in
Kingsport will not alleviate the problems, but in fact, may create new ones. Having
another facility that accepts patients will have only a minimal effect on the transportation
burden, as we will still be required to transport them to a facility, regardless of its
location. Moreover, I have serious doubts that SBH will, or can accept many of the
patients that we deal with. These patients are typically chronically mentally ill and
uninsured. In fact, the SBH facility could be detrimental to Woodridge in Johnson City,
which is the provider of last resort in this region for mentally ill patients with no
resources. The elimination or reduction of Woodridge would be devastating to this area.
Because of these concerns, I urge your agency not to approve the application submitted
by SBH-Kingsport. Thank you for this opportunity to present my views.

Very trul yours

/w lb, ‘)‘-—.9 (?3\ ,L ~——
.I Wayne Anderson
Sullivan County Sheriff

P. 0. BOX 589 (423) 279-7500

BLOUNTVILLE, TENNESSEE 37617 FAX (423) 279-7516
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LETTER OF INTENT
TENNESSEE HEALTH SERVICES AND DEVELOPMENT AGENCY

The Publication of Intent is to be published in the _Kingsport Times News which is a newspaper
(Name of Newspaper)
of general circulation in _Sullivan County __, Tennessee, on or before December 10 , 2013, for one day.
(County) (Month / day) (Year)
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This is to provide official notice to the Health Services and Development Agency and all interested parties, in
accordance with T.C.A. § 68-11-1601 et seq., and the Rules of the Health Services and Development Agency,
that:

SBH-Kingsport, LLC N/A
(Name of Applicant) (Facility Type-Existing)
owned by: _SBH-Kingsport, LLC with an ownership type of limited liability company
and to be managed by: _itself intends to file an application for a Certificate of Need for:

establishment of a new inpatient psychiatric hospital in Kingsport, Sullivan County, Tennessee 37660. This
project will be located on unaddressed property at the end of Executive Park Boulevard in Kingsport,
Tennessee. This property extends south and west of Executive Park Boulevard, and is south of the
intersection of Executive Park Boulevard and East Stone Drive in Kingsport, Tennessee. This project will
involve the initiation of inpatient psychiatric hospital services. This new psychiatric hospital will have 18 adult
beds. 16 geropsychiatric beds, 28 child and adolescent beds, and 10 chemical dependency beds. These 72
beds will all be new beds licensed as psychiatric hospital beds. The estimated project costs for this project are
projected to be approximately $12,000,000.00.

The anticipated date of filing the application is _December 13 , 2013,
The contact person for this project is Mike Garone Director of Development
(Contact Name) (Title)
who may be reached at: _ Strategic Behavioral Health, LLC 8295 Tournament Drive, Suite 201
(Company Name) (Address)
Memphis Tennessee 38125 901/ 969-3100
(City) (State) (Zip Code) (Area Code / Phone Number)
£y == j, / " a e 7
/'Z/Cq’.'-"jii,{i Oz~ «*’/JM - mgarone@strategicbh.com
(Signaturg) /. o W i (Date) (E-mail Address)
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The Letter of Intent must be filed in triplicate and received between the first and the tenth day of the month. If the
last day for filing is a Saturday, Sunday or State Holiday, filing must occur on the preceding business day. File
this form at the following address:

Health Services and Development Agency
Andrew Jackson Building, 9th Floor
502 Deaderick Street
Nashville, Tennessee 37243

e S P e S e e S S R S i e W S e e s e e S S Sy S S S S S Sl S A S S S S S e S S S e (s e S S e S S R S S S S e S S A e e
I S S S N S S L S S e e e e o o o o o o o o o o o o o e o e et i P o s ot o e e e o ot o s s Sl i 8 5 i S 2 o s e ot

The published Letter of Intent must contain the following statement pursuant to T.C.A. § 68-11-1607(c)(1). (A) Any health care
institution wishing to oppose a Certificate of Need application must file a written notice with the Health Services and Development
Agency no later than fifteen (15) days before the regularly scheduled Health Services and Development Agency meeting at which the
application is originally scheduled; and (B) Any other person wishing to oppose the application must file written objection with the Health
Services and Development Agency at or prior to the consideration of the application by the Agency.



STATE OF TENNESSEE

DEPARTMENT OF MENTAL HEALTH AND SUBSTANCE ABUSE SERVICES
ANDREW JACKSON BUILDING, 6TH FLOOR
500 DEADERICK STREET
NASHVILLE, TENNESSEE 37243

BILL HASLAM E. DOUGLAS VARNEY
GOVERNOR COMMISSIONER
MEMORANDUM

TO: Melanie Hill, Executive Director é)M

Health Services and Development Agency

FROM: Sandra Braber-Grove, Assistant General Counsel;éz/?/w/wM

Director, Office of Contracts and Privacy/DivisionoT/General Counsel

DATE:  June 13, 2014; AMENDED June 20, 2014 (calculations on Pages 9-11
and Conclusions About Applying the Bed Need Formula on Page 12);
SECOND AMENDMENT on June 20, 2014 (calculations on Pages 9-
11)

RE: Review and Analysis of Certificate of Need Application
Strategic Behavioral Health (SBH) - Kingsport -- CN1312-050

Pursuant to and in accordance with Tennessee Code Annotated (TCA) § 68-11-1608 and Rules of
the Health Services and Development Agency including the Criteria and Standards for Certificate of
Need (2000 Edition, Tennessee's Health Guidelines for Growth, prepared by the Health Planning
Commission) [hereinafter Guidelines for Growth], staff of the Tennessee Department of Mental Health
and Substance Abuse Services (TDMHSAS), the licensing agency, have reviewed and analyzed the
above-referenced application for a Certificate of Need.

Attached is the TDMHSAS report. At a minimum and as noted in TCA § 68-11-1608, the report
provides:

) Verification of application-submitted information;
(2) Documentation or source for data;
(3) A review of the applicant's participation or non-participation in Tennessee's Medicaid

program, TennCare or its successor;

(4) Analyses of the impact of a proposed project on the utilization of existing providers and
the financial consequences to existing providers from any loss of utilization that would

result from the proposed project;

(5) Specific determinations as to whether a proposed project is consistent with the state
health plan; and

(6) Further studies and inquiries necessary to evaluate the application pursuant to the rules
of the agency.

If there are any questions, please contact me at (615) 532-6520.

cc: E. Douglas Varney, Commissioner, TDMHSAS
Marie Williams, Deputy Commissioner, TDMHSAS
John Arredondo, Assistant Commissioner, Hospital Services, TDMHSAS
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REVIEW AND ANALYSIS
CERTIFICATE OF NEED APPLICATION
# CN1312-050

Opening Remarks on the Project

Pursuant to and in accordance with Tennessee Code Annotated (TCA) § 68-11-1608 and
Rules of the Health Services and Development Agency including the Criteria and Standards
for Certificate of Need (2000 Edition, Tennessee's Health Guidelines for Growth, prepared
by the Health Planning Commission) [hereinafter Guidelines for Growth], staff of the
Tennessee Department of Mental Health and Substance Abuse Services (TDMHSAS), the
licensing agency, have reviewed and analyzed the application for a Certificate of Need
submitted by Mr. Mike Garone, Director of Development (Strategic Behavioral Health, LLC)
on behalf of SBH-Kingsport, LLC, a wholly owned subsidiary of Strategic Behavioral Health,
LLC, an inpatient psychiatric hospital company based in Memphis, Tennessee with seven
(7) psychiatric hospitals through subsidiaries in Colorado, Nevada, New Mexico, and North
Carolina. The Applicant reports that the owners of Dobbs Management Services, Inc., who
will assist with the funding for this project, represent the majority ownership of Strategic
Behavioral Health, LLC. The application is for the establishment of a new, freestanding,
seventy-two (72)-bed psychiatric (mental health) hospital to be located at unaddressed
property at the end of Executive Park Boulevard, south of the intersection of that street and
East Stone Drive in Kingsport, Sullivan County, Tennessee. The Applicant reports that the
proposed facility, if approved, will be Strategic Behavioral Health's first hospital in its home
state. The Applicant also reports that there is a "significant need for additional inpatient
psychiatric bed resources in this service area, particularly as it pertains to children and
adolescents." The Applicant's proposed service area is a two-county area of Tennessee:
Hawkins and Sullivan; and a three-county area of Virginia: Lee, Scott, and Wise.

The report has three (3) parts:

A. Summary of Project
B. Conclusions
C. Analysis - in three (3) parts:

Need
Evaluated by the following general
factors:
a. Relationship to any existing
applicable plans;
b. Population to be served;
c. Existing or Certified Services
or Institutions;
d. Reasonableness of the service
area;
e. Special needs of the service
area population (particularly
women, racial and ethnic
minorities, and low-income
groups);
f.  Comparison of utilization/
occupancy trends and services
offered by other area providers;
g. Extent to which Medicare,
Medicaid, and medically indigent
patients will be served; and
h. Additional factors specified in
the Tennessee's Health Guidelines
for Growth publication for this type
of facility.

Economic Feasibility

Contribution to the Orderly

Evaluated by the following
general factors:

a. Whether adequate funds
are available to complete the
project;

b. Reasonableness of
costs;

c. Anticipated revenue and
the impact on existing
patient charges;

d. Participation in
state/federal revenue
programs;

e. Alternatives considered;
f.  Availability of less costly
or more effective alternative
methods; and

g. Additional factors
specified in the Tennessee's
Health Guidelines for Growth
publication.

Development of
Health Care
Evaluated by the following general

factors:

a. Relationship to the existing
health care system (i.e., transfer
agreements, contractual
agreements for health services,
and affiliation of the project with
health professional schools);

b. Positive or negative effects
attributed to duplication or
competition;

c. Availability and accessibility of
human resources required;

d. Quality of the project in
relation to applicable governmental
or professional standards; and

e. Additional factors specified in
the Tennessee's Health Guidelines
for Growth publication.
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A. SUMMARY OF PROJECT

Submission of Application

Mr. Mike Garone, Director of Development (Strategic Behavioral Health, LLC) has
submitted, on behalf of SBH-Kingsport, LLC, a wholly owned subsidiary of Strategic
Behavioral Health, LLC, whose majority ownership are the owners of Dobbs
Management Services, Inc., an application for a Certificate of Need seeking to
establish a new, freestanding seventy-two (72)-bed psychiatric (mental health)
hospital (SBH-Kingsport, LLC) to be located at unaddressed property at the end of
Executive Park Boulevard, south of the intersection of that street and East Stone
Drive in Kingsport, Sullivan County, Tennessee. The distribution of proposed beds
is as follows: eighteen (18) adult psychiatric beds (for those 18-64 years of age);
sixteen (16) geriatric psychiatric (gero-psych) beds (for those 65+ years of age);
twenty-eight (28) child and adolescent beds (for those 5-17 years of age); and ten
(10) chemical dependency beds (for adults).

Applicant Profile, Ownership, Management, and Licensure

The Applicant Profile indicates that the Legal Interest in the Site of the Institution
(Item 6.) is "Option to Purchase" (Item 6.B.). The Applicant submitted a Purchase
and Sale Agreement in Supplemental #1. The type of institution is "Mental Health
Hospital" (ltem 7.F.) and the purpose of review is "New Institution" (ltem 8.A.) and
"Initiation of Health Care Service as defined in TCA § 68-11-1607(4) of Psychiatric
Services" (Item 8.D.).

The Applicant Profile also shows that the Owner of the Facility, Agency or Institution
is SBH-Kingsport, LLC (ltem 3.). Item 9. of the Applicant Profile shows the bed
complement as noted previously eighteen (18) adult psychiatric beds (for those 18-
64 years of age); sixteen (16) geriatric psychiatric (gero-psych) beds (for those 65+
years of age); twenty-eight (28) child and adolescent beds (for those 5-17 years of
age); and ten (10) chemical dependency beds (for adults); all of which are proposed
beds since this project is for a new facility.

There is no separate management/operating entity (ltem 5.). In Supplemental #1,
the Applicant confirms that there are no management fees associated with this
project.

Since the Applicant is applying for a new facility, there is no current license. If the
project is approved, the facility would be licensed by the Department of Mental
Health and Substance Abuse Services.

The Proposed Project

As noted, the Applicant seeks to establish a new, freestanding, seventy-two (72)-bed
psychiatric (mental health) hospital, which would be, as the Applicant reports, the
Applicant's first in its home state of Tennessee. As explained in Supplemental #1,
the focus is on providing quality behavioral healthcare for children, adolescents,
adults, and seniors with a program focus on compassion, empathy, and
perseverance for patients and their families. Existing facilities are accredited by
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either the Joint Commission or the Commission on Accreditation of Rehabilitation
Facilities (CARF) and are in good standing with the department of licensure within
their respective state (names and locations of these facilities are in Supplemental
#1). As explained on Pages 5-6 of the application, the proposed facility will follow
the company's philosophy of care and be a one-story, 52,263 square foot facility with
patient units, a gymnasium, classrooms, administrative suites, and assessment and
outpatient suites. The patient rooms are double-occupancy and served by an
adjacent bathroom. The gero-psych unit will have a living room, group room, doctor
office, seclusion room, and a centrally-located nurses' station. Other inpatient beds
are separated into four (4) units: two with eighteen beds each and two with ten beds
each. Each of these units will house a dayroom and a consultation office. The two
acute units will share a nurses' station, medication room, and seclusion room. The
child and adolescent patients will be served by two classrooms. A full-service
kitchen is planned with an adjacent dining room that can be divided into two
separate spaces. The gymnasium will be available to all patients. The
administrative, assessment, and outpatient suites will be individually secure from
each other and the rest of the facility. The administrative suite will also include
offices and a large conference area. The Applicant reports that fixtures, hardware,
and finishes have been selected with patient safety as the critical factor. On Pages
4 and 6, the Applicant explains that there is a "significant need" for additional
inpatient psychiatric beds in the proposed service area, particularly as it pertains to
children and adolescents because there are only twelve (12) existing inpatient
psychiatric beds (in Bristol) and Sullivan County is the most populous county in
upper East Tennessee and Kingsport is the biggest municipality in the service area.
Further, the Applicant reports that, to the best of its knowledge, there are no
dedicated child and adolescent psychiatric beds reported for the proposed service
area. On Page 7, the Applicant notes the closure of Indian Path Pavilion (sometime
in 2009), which resulted in "no sizeable provider of inpatient psychiatric beds" in the
proposed service area. It is also noted that the closure of Indian Path Pavilion was
related to a Certificate of Need project of Mountain States Health Alliance and the
Woodridge psychiatric facility in Johnson City, Washington County, Tennessee. On
Page 14 of the application, the Applicant reports that Sullivan and Hawkins counties
account for more than seventy percent (70%) of the population in the service area,
and it is appropriate for the proposed facility to be based in the most densely
populated area of the proposed service area. Further, in Supplemental #1 the
Applicant explains that it seeks to serve the area with the most need and where
there are no other facilities, especially since the closure of Indian Path Pavilion and
the State's Lakeshore Mental Health Institute (Knoxville). Also in Supplemental #1,
the Applicant was asked to clarify why it did not include Washington County in its
service area, especially since Sullivan and Washington Counties share economic
links and are close in proximity to each other. The Applicant responded that it seeks
to serve the area with the most need and where there are no other facilities and that
"Washington County has Woodridge Hospital in Johnson City to serve its needs."
The potential impact of this project on existing resources will be discussed later in
this report.

The Applicant reports that there is no major medical equipment involved in the
project.
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The Applicant reports a total estimated project cost (Application, Page 20) of
$11,717,915.00 (excluding the CON application filing fee); with construction costs of
$8,000,002.00; preparation of site costs of $675,000.00, architectural and
engineering fees of $267,000.00, acquisition of site costs of $925,000.00; moveable
equipment costs of $100,000.00; fixed equipment costs of $660,000.00; and
financing costs and fees of $787,607.00. The anticipated date the project will be
100% complete (approved for occupancy) is November 1, 2015. The issuance of a
license is expected to occur on November 15, 2015 and the initiation of services is
expected to occur on November 16, 2015 (Application, Page 22).

Service Areas

The Applicant's proposed service area is a two-county area of Tennessee: Hawkins
and Sullivan; and a three-county area of Virginia: Lee, Scott, and Wise.

B. CONCLUSIONS

As previously stated, if the application is approved, the facility would be licensed by
the TDMHSAS. Several staff members of TDMHSAS have been consulted and
contributed to this report. We have concerns supporting approval of the scope and
size of the proposed project for the following reasons:

1. A note about inpatient psychiatric beds. As mentioned in reports for other
CON applications, the Guidelines for Growth publication specifies a formula of
thirty (30) beds per a population of one hundred thousand (100,000) to
determine the need for inpatient psychiatric beds. As also mentioned in those
reports, in practice, application of the formula has often resulted, but does not
always result, in an underestimation of the number of inpatient psychiatric
beds needed due to the impact of other factors on bed utilization, including:
the willingness of the provider to accept emergency involuntary admissions;
the extent to which the provider serves the TennCare population and/or the
indigent population; and the number of beds designated as "specialty" beds
(gero-psychiatric units or units established to treat patients with specific
diagnoses). These factors limit the availability of beds for the general
population, as well as for specialty populations, depending on how the beds
are distributed. Additional factors include taking into consideration not only
the number of existing beds in the proposed service area, but the utilization of
those beds and the TDMHSAS' strong support for serving people, if and when
possible, in the community in which they live to increase the potential
involvement of family, the individual's support system, and access to other
needed services, including aftercare services.

2. There may not be a Need for all proposed beds as described in further detalil
in Section C.1. As noted, the Guidelines for Growth publication specifies a
formula of thirty (30) beds per a population of one hundred thousand
(100,000) to determine the need for inpatient psychiatric beds. The
Applicant's proposed service area consists of a two-county area in
Tennessee: Hawkins and Sullivan and a three-county area in Virginia: Lee,
Scott, and Wise. As we have seen before, there are many ways to assess
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need: different service areas (primary service areas, secondary service
areas, and so on); different population numbers (U.S. Census, state
population numbers, current, projected future, and so on); and different
numbers of existing resources. Each of these calculations frequently has a
different result. As we have also seen, numbers alone are not the full picture
of need. One has to consider the composition of existing inpatient psychiatric
beds and the utilization of existing inpatient psychiatric beds. If existing
inpatient psychiatric beds are underutilized, even though the numbers might
show a need, there may not be a need. There may be a need for one type of
bed, but not another. There might be a need for additional resources in the
proposed service area, but not of the scope and size being proposed. As will
be shown in Section C.1., several calculations were performed, each showing
a different result, but all showing less of a need than what is being proposed.
The Applicant indicates that it will serve voluntary and involuntary, uninsured,
and indigent, but there are some concerns about the Applicant's
understanding of involuntary commitments.

3. Economic Feasibility has been established as described in further detail in
Section C.2. The cost of the proposed project appears to be reasonable and
the project can be completed in a timely manner. The Applicant indicates that
funding for the project will be developed with the assistance of Dobbs
Management Services, LLC and the project will be funded through cash, a
credit line with Fifth Third Bank (documentation submitted in Supplemental
#1) and net cash flows from existing operations (documentation submitted in
Supplemental #1). It is reported that Strategic Behavioral Health, LLC, the
parent company of the Applicant, is a "well-capitalized, financially successful
psychiatric hospital development and management company" who had a
consolidated annual net revenue of approximately $50.7 million as of
December 31, 2012. As noted earlier, Strategic Behavioral Health, LLC, the
parent company of the Applicant, operates seven (7) psychiatric hospitals
through subsidiaries in Colorado, Nevada, New Mexico, and North Carolina
and has another facility under development in College Station, Texas.
Overall, adequate funding appears to be available and projected gross
operating revenue of $14,154,600.00 in Year 1 and $28,023,800.00 in Year 2,
and adjusted Net Operating Income of $676,853.00 in Year 2 (a loss of
$1,334,340.00 is reported for Year 1) appear to be sufficient to ensure the
economic feasibility of the project. The Applicant reports that its financial
analysis has taken into account any short-term losses that may occur during
ramp-up and it is confident that financial viability will be ensured within two
years and positive cash flow will develop in the second year. The Applicant
attributes this to the parent company's experience in its numerous other
hospitals and the hospital projects it has completed over the last eight years.

4. The project may not contribute to the orderly development of healthcare as
described in further detail in Section C.3. Since this application is for a new
facility, the Applicant has indicated that it will seek appropriate licensure,
certification, and accreditation for the proposed facility. The Applicant states
that it will meet all applicable licensure regulations of the licensing agency
(TDMHSAS) as well as any required by the Department of Health. Further,
the Applicant reports that it intends to be accredited by the Joint Commission.
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C.

1.

The Applicant also states that it will meet all applicable licensure for
personnel and staffing requirements for inpatient psychiatric facilities and
understands and has reviewed all licensing and certification requirements of
the State of Tennessee for medical or clinical staff. The Applicant submitted
Anticipated Staffing Patterns for "Build Year" and "Year 2" on unnumbered
pages of the main part of the application and a staffing chart submitted in
Supplemental #2 that shows FTEs by position type. The Applicant reports
that it will have sufficient access to human resources needed for the project.
While it is difficult to follow the staffing pattern due to formatting and the use
of some acronyms, it does appear that the reported staffing plan would meet
the TDMHSAS licensing requirements for this type of facility. Department
staff were not able to find the requested comparison of clinical staff salaries in
the proposal to prevailing wage patterns in the service area as published by
the Tennessee Department of Labor and Workforce Development and/or
other documented sources (#3 on Page 27 of the application). While the
submitted Anticipated Staffing Patterns for "Build Year" and "Year 2" do show
what appear to be hourly rates per position type, there is no corresponding
comparison to prevailing wage patterns. The Projected Data Chart shows
total expenses for "Salaries and Wages" of $3,388,492.00 (Year 1) and
$5,628,936.00 (Year 2) with $105,000.00 listed for "Physician's Salaries and
Wages" for Year 1 and the same in Year 2. This data is insufficient to make
the requested comparison, so it is not clear if the proposed salaries are
reasonable in comparison to prevailing wage patterns. Since this is an
application for a new facility, there are no transfer agreements in place and
there is no current participation in the training of students through internships,
residencies, and other such programs, but the Applicant reports that it has
plans to have transfer agreements with local area hospitals such as Wellmont
Holston Medical Center in Kingsport and the parent company has a history of
working with all agencies and other providers to provide a "collaborative
process to analyze and reduce barriers to access and service delivery" and it
plans to participate in the training of students and is open to collaborating with
area nursing schools and other healthcare training and education providers.
As noted in the HSDA Staff summary and the application, the proposed
facility will be classified as an Institute for Mental Disease (IMD), which
means that the cost of patient care for TennCare enrollees aged 21-64 years
will be reimbursed using 100% state funds. The full impact on similar
services supported by state appropriations has not been determined. As will
be explained later in this report, there are concerns that the scope and size of
the proposed project will have a negative impact on existing resources in
contiguous counties that are economically linked to those of the proposed
project.

ANALYSIS

Need

There may not be a need for all proposed beds

As has been previously stated, the application of the formula (30 beds per 100,000
population) has often resulted in an underestimation of the number of inpatient
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psychiatric beds needed due to the impact of other factors on bed utilization,
including:  the willingness of the provider to accept emergency involuntary
admissions; the extent to which the provider serves the TennCare population and/or
the indigent population; and the number of beds designated as "specialty" beds
(gero-psychiatric units or units established to treat patients with specific diagnoses).
These factors limit the availability of beds for the general population, as well as for
specialty populations, depending on how the beds are distributed. Additional factors
include taking into consideration not only the number of existing beds in the
proposed service area, but the utilization of those beds and the TDMHSAS' strong
support for serving people, if and when possible, in the community in which they live
to increase the potential involvement of family, the individual's support system, and
access to other needed services, including aftercare services.

Reviewing and taking into consideration the factors noted above, some calculations
show an apparent need for fewer inpatient psychiatric beds than the number
proposed by the Applicant and some calculations show a surplus, so no need.

Number Of Existing Beds

The Applicant reports that there are only twelve (12) inpatient psychiatric beds in the
proposed service area. Staff of the TDMHSAS found that Ridgeview Pavilion
located in Bristol, Virginia has twenty-eight (28) adult inpatient psychiatric beds.
These beds should be included because the proposed service area includes areas
of Virginia, bringing the total number of existing beds to forty (40). Furthermore, due
to the close proximity of Washington and Greene Counties (Tennessee) and the
economic links of those Counties to the proposed service area, existing resources in
those areas should also be taken into consideration. There is a sixteen (16)-bed
gero-psych unit at Takoma Regional Hospital in Greene County, Tennessee and an
eighty-four (84)-bed psychiatric hospital (Woodridge Psychiatric Hospital) in
Washington County, Tennessee. This would add one hundred (100) inpatient
psychiatric beds to the number in existence, bringing the total number to one
hundred forty (140).

Tennessee Population Numbers (as reported in the HSDA Staff Summary)

As shown in the HSDA Staff Summary, using the population estimates prepared by
the Department of Health and applying the bed need formula (population x 30 +
100,000), bed need is as follows --- without adjusting for existing beds:

Total Tennessee Counties (Hawkins and Sullivan) Population - CY2014 and CY2018

2014 Total Population for Tennessee Counties (Hawkins and Sullivan):
216,484 x 30 + 100,000 = 65 (64.9 rounded)
2018 Total Population for Tennessee Counties (Hawkins and Sullivan):

219,300 x 30 + 100,000 = 66 (65.8 rounded)
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Factoring in the Applicant's Submitted Virginia Population Numbers

The Applicant submitted QuickFacts from the U.S. Census Bureau for the three-
county area in Virginia which show population numbers as follows:

Lee County, VA: 25,474 (2012 estimate);
Scott County, VA: 22,781 (2012 estimate); and
Wise County, VA: 40,918 (2012 estimate)

for a total Virginia service area population of 89,173. However, when the numbers
presented on Page 13 of the application (the same as those in Supplemental #2) are
added together, the total is 89,725.

The 89,173 number was used for all calculations shown below.

The Applicant also submitted a chart on Page 13 of the application showing
"Population of Service Area" which shows totals for the five-county service area
(both Tennessee and Virginia). In the narrative part of that same page, the
Applicant indicates that only twelve (12) inpatient psychiatric beds exist in the
proposed service area, at Bristol Regional Medical Center in Bristol, Tennessee. As
discussed above, there are an additional twenty-eight (28) beds (those in Bristol,
VA) that should be included since the Applicant includes Virginia in the proposed
service area. When doing so, the total number of existing inpatient psychiatric beds
in the proposed five-county service area (Tennessee and Virginia) is forty (40).
When applying the Tennessee criteria of 30 beds per 100,000 population to the total
(TN and VA) population numbers used by the Applicant (281,133 x 30 =+ 100,000),
there is a need of 84 inpatient psychiatric beds for all ages used on the Applicant's
chart.

If using the number of existing beds reported by the Applicant -- 12, and 84 are
needed [282,133 x 30 + 100,000], then it does appear that there is an unmet need of
72 beds and the proposed project would meet that need.

AMENDED June 20, 2014

If 40 beds exist, the population number needs to increase by the population of
Bristol, VA (17,728 in 2013 [estimated]), then 90 [89.6 rounded] beds would be
needed [281,133 + 17,728 = 298,861 x 30 + 100,000], and there would be an unmet
need of 50 beds; however, the project is proposing 72 total beds, a number greater
than the apparent unmet need.

SECOND AMENDMENT June 20, 2014

If 140 beds exist, the population number needs to increase by the populations of
both Greene and Washington Counties (200,773 in 2014), then 150 [149.89
rounded] beds would be needed [281,133 + 17,728 + 200,773 = 499,634 x 30 +
100,000], and there would be an unmet need of 10 beds; however, the project is
proposing 72 total beds, a number greater than the apparent unmet need.
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Applicant's Updated Population Numbers

In Supplemental #2, in response to a request from HSDA staff, the Applicant
submitted an updated chart and a revised narrative using updated population
numbers. It is noted that only the Tennessee numbers were updated, the Virginia
numbers remained the same. When using the updated TN and VA population
numbers (296,929 x 30 =+ 100,000), the result is a need of 89 inpatient psychiatric
beds for all ages used on the Applicant's updated chart.

If using the number of existing beds reported by the Applicant -- 12, and 89 are
needed [296,929 x 30 + 100,000], then it does appear that there is an unmet need of
77 beds and the proposed project would come close to meeting that need.

AMENDED June 20, 2014

If 40 beds exist, the population number needs to increase by the population of
Bristol, VA (17,553 in 2018 [estimated]), then 94 [94.3 rounded] beds would be
needed [296,929 + 17,553 = 314,482 x 30 + 100,000], and there would be an unmet
need of 54 beds; however, as noted, the project is proposing 72 total beds, a
number greater than the apparent unmet need.

SECOND AMENDMENT June 20, 2014

If 140 beds exist, the population number needs to increase by the populations of
both Greene and Washington Counties (209,964 in 2018), then 157 [157.33
rounded] beds would be needed [296,929 + 17,553 + 209,964 = 524,446 x 30 +
100,000], and there would be an unmet need of 17 beds; however, as noted, the
project is proposing 72 total beds, a number greater than the apparent unmet need.

Using the University of Tennessee Center for Business and Economic Research
Population Project Data Files' Population Numbers and Factoring in the Virginia
Population Numbers

When using the 2014 and 2018 population numbers from the University of
Tennessee Center for Business and Economic Research Population Projection Data
Files (2010-2020), combined with the Virginia population numbers noted above, the
calculations tell a different story:

2014 TN population 216,484 + VA population 89,173 = 305,657 x 30 + 100,000 = 92
(91.69 rounded)

If using the number of existing beds reported by the Applicant -- 12, and 92 are
needed [216,484 + 89,173 = 305,657 x 30 + 100,000], then it does appear that there
is an unmet need of 80 beds and the proposed project would come close to meeting
that need.

AMENDED June 20, 2014

If 40 beds exist, the population number needs to increase by the population of
Bristol, VA (17,728 in 2013 [estimated]), then 97 [97.01 rounded] beds would be
needed [216,484 + 89,173 + 17,728 = 323,385 x 30 + 100,000], and there would be
an unmet need of 57 beds; however, as noted, the project is proposing 72 total
beds, a number greater than the apparent unmet need.
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SECOND AMENDMENT June 20, 2014

If 140 beds exist, the population number needs to increase by the populations of
both Greene and Washington Counties (200,773 in 2014), then 157 [157.24
rounded] beds would be needed [216,484 + 89,173 + 17,728 + 200,773 = 524,158 x
30 + 100,000], and there would be an unmet need of 17 beds; however, as noted,
the project is proposing 72 total beds, a number greater than the apparent unmet
need.

2018 TN population 219,300 + VA population 89,173 = 308,473 x 30 + 100,000 = 93
(92.54 rounded)

If using the number of existing beds reported by the Applicant -- 12, and 93 are
needed [219,300 + 89,173 = 308,473 x 30 + 100,000], then it does appear that there
is an unmet need of 81 beds and the proposed project would come close to meeting
that need.

AMENDED June 20, 2014

If 40 beds exist, the population number needs to increase by the population of
Bristol, VA (17,553 in 2018 [estimated]), then 98 [97.80 rounded] beds would be
needed [219,300 + 89,173 + 17,553 = 326,026 x 30 + 100,000], and there would be
an unmet need of 58 beds; however, as noted, the project is proposing 72 total
beds, a number greater than the apparent unmet need.

SECOND AMENDMENT June 20, 2014

If 140 beds exist, the population number needs to increase by the populations of
both Greene and Washington Counties (209,964 in 2018), then 161 [160.79
rounded] beds would be needed [219,300 + 89,173 + 17,553 + 209,964 = 535,990 x
30 + 100,000], and there would be an unmet need of 21 beds; however, as noted,
the project is proposing 72 total beds, a number greater than the apparent unmet
need.

Tennessee Population Numbers by Age Category -- 18+ and 65+ -- CY2014 and
CY2018

2014 18+ Population for Tennessee Counties (Hawkins and Sullivan):
175,764 x 30 + 100,000 = 53 (52.7 rounded)

2018 18+ Population for Tennessee Counties (Hawkins and Sullivan)
184,934 x 30 + 100,000 = 56 (55.5 rounded)

2014 65+ Population for Tennessee Counties (Hawkins and Sullivan)
44,484 x 30 = 100,000 = 13 (13.3 rounded)

2018 65+ Population for Tennessee Counties (Hawkins and Sullivan)

50,355 x 30 + 100,000 = 15 (15.1 rounded)
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Tennessee Population Numbers by Age Category -- 0-17 years -- CY2018

2018 0-17 Population for Tennessee Counties (Hawkins and Sullivan)
34,366 x 30 + 100,000 = 10 (10.3 rounded)

Since the category of existing beds is not clear; in other words, it is not exactly
known if the existing beds are adult psychiatric beds, gero-psych beds, child and
adolescent beds, or chemical dependency beds; the calculations conducted above
will not be conducted on these specific age category numbers.

Applicant's Submitted Virginia Population Numbers (for the three-county area) by
Age Cateqgory (date unknown) and Applying the Tennessee Bed Need Formula
[population x 30 + 100,000 [without adjusting for existing beds]

Ages 5-14: 8,580 x 30 + 100,000 = 3 (2.57 rounded)

Ages 15-19: 5,250 x 30 + 100,000 = 2 (1.57 rounded)

Ages 19-64: 59,829 x 30 =+ 100,000 = 18 (17.94 rounded)

Ages 65+: 16,066 x 30 + 100,000 = 5 (4.81 rounded)

For these Virginia Counties, applying the Tennessee bed need formula, a bed need
would be a total of 28 (after rounding), without adjusting for existing beds. The

Applicant reports that there are no known existing beds in these Virginia Counties.

AMENDED June 20, 2014
Conclusions About Applying the Bed Need Formula

As you can see, many calculations, many different results. The bottom line is not
clear -- depending on which numbers and calculations are used when applying the
bed need formula, there is either a need for additional beds equal to the number
being proposed, slightly above the number being proposed, or much less than the
number being proposed. It should also be noted that if the Virginia population
numbers changed or were adjusted based on estimated projections, rather than
remaining constant as reported, there would more likely than not be additional
differences in the calculations.

Calculating Need By Looking at Statistics -- Applicant's Methodology and
Department Findings

When asked to provide the details regarding the methodology used to project 8,700
patient days in Year 1 and 17,100 patient days in Year 2, the Applicant submitted (in
Supplemental #1) statistical information from the Substance Abuse and Mental
Health Administration's (SAMHSA's) National Survey on Drug Use and Health
[published May 31, 2012] in which it was reported, from surveys conducted in 2008
and 2009, that Tennessee has mental illness rates higher than the national average
(21.46% versus 19.77%; 5.01% versus 4.62%). The Applicant reports that it looked
at the population of the service area, prevalence of mental illness and serious
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mental iliness to form its projections. The Applicant states that it is important for the
state to ensure adequate availability of mental health services so this population can
receive needed psychiatric treatment. The charts do not contain table headers, so it
is not exactly clear to what these percentages refer; however, Department staff
report that in 2010, only 5.26% of adults over the age of 18 were diagnosed with a
serious mental illness in Hawkins and Sullivan Counties, a mid-range number in
comparison to the rest of Tennessee's rural areas. Further, Department staff report
that in 2010, only 7.92% of adults over the age of 18 were diagnosed with a
substance abuse disorder in Hawkins and Sullivan Counties, a mid-range number in
comparison to the rest of the state. Department staff also reported that in 2013,
there were 44 admissions to a Regional Mental Health Institute (state-owned and
operated) from Hawkins and Sullivan Counties combined while there were 642
treatment admissions for substance abuse/addiction disorders. Department staff
researchers conclude that there is no need for adult inpatient beds in the proposed
service area (including Virginia), there is no need for gero-psych beds in the
proposed service area (including Virginia), there is a need for child and adolescent
beds, but fewer than what is being proposed (18, not 28), and it appears that
substance abuse treatment needs are higher in the proposed Tennessee service
area.

Utilization of Existing Resources

Please see the discussion in Section C.3.

Serving Voluntary, Involuntary, Uninsured, and Indigent

As noted in Supplemental #1, the Applicant expects to contract with BlueCare,
TennCare Select, and United Healthcare Community Plan. Such relationships are
not yet in place since this application is for a new facility. Also in Supplemental #1,
the Applicant clarified its earlier statement that it would not be able to accept adult
TennCare admissions by noting that its belief that the IMD (Institutions for Mental
Disease) provisions would keep it from being able to accept adult TennCare
admissions was incorrect, and the Applicant confirmed with representatives from
TennCare that it will be able to accept adult TennCare admissions. Further, in
Supplemental #1, the Applicant was asked to discuss if involuntary admissions and
the uninsured would be transferred to private psychiatric hospitals that have
expanded contracts with the Department. The Applicant reports that it would be
open to contracting directly with the Department to accommodate this patient
population. When asked if it would accept uninsured persons that would have been
served by the State's now-closed Lakeshore Mental Health Institute, the Applicant
responded that it would be open to contracting directly with the Department to
accommodate these individuals. Question #21 in Supplemental #1 asks if an
uninsured individual is admitted involuntarily and is then enrolled in TennCare, will
the Applicant need to transfer the patient to another facility since adult TennCare
patients cannot be accepted. The Applicant's response of "It is our belief that there
is a very high probability that the individual would be stabilized and no longer be
involuntary in the time that it would take to enroll in TennCare" raises some concern
about the Applicant's understanding of 'involuntary' and the involuntary commitment
process. The Applicant reports that it will provide appropriate care to all patients
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regardless of their ability to pay and that the care will be limited to the appropriate
scope of a psychiatric hospital.

2. Economic Feasibility

The cost of the proposed project appears to be reasonable and the project can be
completed in a timely manner. The Applicant indicates that funding for the project
will be developed with the assistance of Dobbs Management Services, LLC and the
project will be funded through cash, a credit line with Fifth Third Bank
(documentation submitted in Supplemental #1) and net cash flows from existing
operations (documentation submitted in Supplemental #1). It is reported that
Strategic Behavioral Health, LLC, the parent company of the Applicant, is a "well-
capitalized, financially successful psychiatric hospital development and management
company” who had a consolidated annual net revenue of approximately $50.7
million as of December 31, 2012. As noted earlier, Strategic Behavioral Health,
LLC, the parent company of the Applicant, operates seven (7) psychiatric hospitals
through subsidiaries in Colorado, Nevada, New Mexico, and North Carolina and has
another facility under development in College Station, Texas. Since the application
under review is for a new facility, there is no historical data for revenue and
expenses. Overall, adequate funding appears to be available and projected gross
operating revenue of $14,154,600.00 in Year 1 and $28,023,800.00 in Year 2, and
adjusted Net Operating Income of $676,853.00 in Year 2 (a loss of $1,334,340.00 is
reported for Year 1) appear to be sufficient to ensure the economic feasibility of the
project. The Applicant reports that its financial analysis has taken into account any
short-term losses that may occur during ramp-up and it is confident that financial
viability will be ensured within two years and positive cash flow will develop in the
second year. The Applicant attributes this to the parent company's experience in its
numerous other hospitals and the hospital projects it has completed over the last
eight years.

Ownership and Management

As noted, the Applicant, SBH-Kingsport, LLC, is a wholly owned subsidiary of
Strategic Behavioral Health, LLC, whose majority ownership are the owners of
Dobbs Management Services, Inc. Strategic Behavioral Health, LLC, is an inpatient
psychiatric hospital company based in Memphis, Tennessee with seven (7)
psychiatric hospitals through subsidiaries in Colorado, Nevada, New Mexico, and
North Carolina and another facility under development in College Station, Texas.

Expected Cost and Alternatives

The Applicant reports a total estimated project cost (Application, Page 20) of
$11,717,915.00 (excluding the CON application filing fee); with construction costs of
$8,000,002.00; preparation of site costs of $675,000.00, architectural and
engineering fees of $267,000.00, acquisition of site costs of $925,000.00; moveable
equipment costs of $100,000.00; fixed equipment costs of $660,000.00; and
financing costs and fees of $787,607.00. The Applicant reports that it reviewed the
closing of psychiatric beds in the broader East Tennessee area, including Indian
Path Pavilion, and is "confident that there are no less costly, more effective, more
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efficient ways of providing the benefits of inpatient psychiatric beds other than by
constructing a new facility." The Applicant reports that freestanding psychiatric
hospitals operate on a "significantly lower cost per patient day than acute hospital
psychiatric units or state-run psychiatric facilities." The Applicant also reports that
since there are no other freestanding psychiatric hospital facilities in the proposed
service area, sharing facilities is not likely to occur.

Revenue and Expense Information (including Projected Utilization Numbers and the
Methodology Used to Calculate Utilization Numbers)

Since the application under review is for a new facility, there is no historical data to
review. The Applicant reports, on Page 24, that projected utilization data in Year 1 is
8,700 patient days and 17,100 patient days. There is no current charge schedule
since this application is for a new facility. The Applicant submitted (Page 25) a
proposed gross charge for the average inpatient charge per day of $1,578.00. The
charge is the same for adult psychiatric, gero-psych, child and adolescent, and
chemical dependency. In Supplemental #1 it is reported that the average net charge
per inpatient day is approximately $550.00, with the average deduction from gross
operating revenue of approximately $1,028.00. Upon request to provide
comparative charges to Woodridge Psychiatric Hospital (Washington County,
Tennessee), in Supplemental #1 the Applicant reports that the 2012 Joint Annual
Report (JAR) shows that Woodridge's per day charge appears to be $2,214.00,
derived by dividing its reported gross charges for inpatient care ($47,218,094.00) by
the number of reported inpatient days (21,329).

Applicant's Methodology and Department Findings

When asked to provide the details regarding the methodology used to project 8,700
patient days in Year 1 and 17,100 patient days in Year 2, the Applicant submitted (in
Supplemental #1) statistical information from the Substance Abuse and Mental
Health Administration's (SAMHSA's) National Survey on Drug Use and Health
[published May 31, 2012] in which it was reported, from surveys conducted in 2008
and 2009, that Tennessee has mental iliness rates higher than the national average
(21.46% versus 19.77%; 5.01% versus 4.62%). The Applicant reports that it looked
at the population of the service area, prevalence of mental illness and serous mental
illness to form its projections. The Applicant states that it is important for the state to
ensure adequate availability of mental health services so this population can receive
need psychiatric treatment. The charts do not contain table headers, so it is not
exactly clear to what these percentages refer; however, Department staff report that
in 2010, only 5.26% of adults over the age of 18 were diagnosed with a serious
mental illness in Hawkins and Sullivan Counties, a mid-range number in comparison
to the rest of Tennessee's rural areas. Further, Department staff report that in 2010,
only 7.92% of adults over the age of 18 were diagnosed with a substance abuse
disorder in Hawkins and Sullivan Counties, a mid-range number in comparison to
the rest of the state. Department staff also reported that in 2013, there were 44
admissions to a Regional Mental Health Institute (state-owned and operated) from
Hawkins and Sullivan Counties combined while there were 642 treatment
admissions for substance abuse/addiction disorders. Department staff researchers
conclude that there is no need for adult inpatient beds in the proposed service area
(including Virginia), there is no need for gero-psych beds in the proposed service
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area (including Virginia), there is a need for child and adolescent beds, but fewer
than what is being proposed (18, not 28), and it appears that substance abuse
treatment needs are higher in the proposed Tennessee service area.

3. Contribution to the Orderly Development of Health Care

Licensure

Since the Applicant is applying for a new facility, there is no current license. If the
project is approved, the facility would be licensed by the Department of Mental
Health and Substance Abuse Services. The Applicant has indicated that it will seek
appropriate licensure, certification, and accreditation for the proposed facility. The
Applicant states that it will meet all applicable licensure regulations of the licensing
agency (TDMHSAS) as well as any required by the Department of Health. Further,
the Applicant reports that it intends to be accredited by the Joint Commission. The
Applicant also states that it will meet all applicable licensure for personnel and
staffing requirements for inpatient psychiatric facilities and understands and has
reviewed all licensing and certification requirements of the State of Tennessee for
medical or clinical staff.

Staffing and Reported Salaries

The Applicant submitted Anticipated Staffing Patterns for "Build Year" and "Year 2"
on unnumbered pages of the main part of the application and a staffing chart
submitted in Supplemental #2 that shows FTEs by position type. The Applicant
reports that it will have sufficient access to human resources needed for the project.
In Supplemental #1, the Applicant explains that the parent company has prior
experience building and staffing new hospitals across the United States and will use
an employee search service should it become necessary to look outside the service
area for employees and will be able to attract qualified, well-trained professionals
who will live and work in the service area. While it is difficult to follow the staffing
pattern due to formatting and the use of some acronyms, it does appear that the
reported staffing plan would meet the TDMHSAS licensing requirements for this type
of facility. Department staff were not able to find the requested comparison of
clinical staff salaries in the proposal to prevailing wage patterns in the service area
as published by the Tennessee Department of Labor and Workforce Development
and/or other documented sources (#3 on Page 27 of the application). While the
submitted Anticipated Staffing Patterns for "Build Year" and "Year 2" do show what
appear to be hourly rates per position type, there is no corresponding comparison to
prevailing wage patterns. The Projected Data Chart shows total expenses for
"Salaries and Wages" of $3,388,492.00 (Year 1) and $5,628,936.00 (Year 2) with
$105,000.00 listed for "Physician's Salaries and Wages" for Year 1 and the same in
Year 2. This data is insufficient to make the requested comparison, so it is not clear
if the proposed salaries are reasonable in comparison to prevailing wage patterns.
In response to Question #33 in Supplemental #1, a chart showing "Position" and
"Median Wage" for three (3) positions [RN, Mental Health Counselor, and
Healthcare Support Workers] was provided, but the "Median Wage" is an annual
amount, so is an inappropriate comparison to the hourly wage supplied by the
Applicant and a full comparison for each position type was not submitted, so it is not
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clear if the proposed salaries are reasonable in comparison to prevailing wage
patterns. Supplemental #1 contains several questions and Applicant responses
related to staffing. A review of those questions and the Applicant's responses show
that the Applicant does intend to meet the staffing requirements of the Department
(TDMHSAS) and staff all units as appropriate for patient acuity levels and that
staffing will increase to cover special observations.

Upon request, the Applicant submitted in Supplemental #1 a licensure survey report
on one of its facilities. The Applicant submitted a "Statement of Deficiencies and
Plan of Correction" document, dated January 13, 2014, from the Nevada
Department of Health and Human Services, Division of Public and Behavioral Health
in which a deficiency related to having unqualified or unlicensed personnel was
substantiated after an investigation in November, 2013. The deficiency was later
corrected, but it is hoped that similar staffing issues do not occur in Tennessee.

Effect on Existing Providers and Resources

Please see the HSDA Staff Summary for an assessment of the impact of the
proposed project on Woodridge Psychiatric Hospital, a facility in Washington County,
Tennessee that has a 65% market share in the Tennessee portion of the Applicant's
service area. Department staff agree with those findings.

As noted previously, there are concerns that the scope and size of the proposed
project will have a negative impact on existing resources in contiguous counties that
are economically linked to those of the proposed project, which would be disruptive
to the overall delivery of services in the area. If existing resources are not being
used to their fullest, in other words are underutilized, it raises the question of
whether additional resources are needed.

The Applicant reports that there are no freestanding inpatient psychiatric facilities in
the proposed service area, particularly since the closure of Indian Path Pavilion
(sometime in 2009). The Department does not disagree. However, this does not
mean that there aren't any resources or services available to those with mental
illness and/or substance abuse disorders. The Department's understanding of the
closure is that it closed because of underutilization and lack of demand for inpatient
psychiatric services and that there were, and are, sufficient other resources and
services to meet the mental health needs of the individuals in the Upper East
Tennessee region.

The Applicant was asked to revise its responses to the Project Specific Criteria for
Psychiatric Inpatient Services to include data on other inpatient facilities that have
Hawkins and Sullivan Counties in their designated service area since that will impact
the bed need for the proposed service area. In Supplemental #1, the Applicant
responded that it is not required to analyze data of providers not located in its
proposed service area. Department staff respectfully disagree with the Applicant's
response. In order to assess the extent and true impact on existing resources and
providers, it is important to review the data of those whose patient population comes
from the counties in which one seeks to establish new services or build a new
facility. If there are existing providers and resources that also serve the proposed
service area, there will more likely than not be an impact on those providers and
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resources. The extent of that impact should be evaluated and assessed. Asked
another way in Question #32 of Supplemental #1, the Applicant was asked how the
project will impact the utilization of similar providers, especially those who claim
Hawkins and Sullivan Counties in their service area. The Applicant responded that
"Utilization of ... other inpatient psychiatric providers not in the service area has
already been accounted for in the projections for this project. The elimination over
recent years of inpatient psychiatric beds ... demonstrate[s] the continuing need for
additional inpatient psychiatric beds in this service area." Department staff
respectfully disagree with the Applicant's response -- the elimination of inpatient
psychiatric beds does not necessarily "demonstrate the continuing need for
additional inpatient psychiatric beds", but may indicate that other services are
sufficiently addressing the need and there may be alternatives for those with mental
illness and/or substance abuse disorders.

On Page 16 of the application, the Applicant reports that the proposed project will
not have an impact on the existing twelve (12) beds (at Bristol Regional Medical
Center in Bristol, TN) given the "complete absence of these services in the Kingsport
area currently, or in any of the other counties in the projected service area."

Letters of Support or Opposition

TDMHSAS staff is aware of letters of support as well as letters of opposition.
Several letters of support are in favor of the project because there are waiting lists at
the existing mental health resources; the location of existing resources are outside
the community, which makes family involvement more difficult; and services are
being provided in, in their words, inappropriate places (emergency rooms, jails). The
opposition will present its views at the June meeting.

Working Relationships with Existing Health Care Providers and Participation in the
Training of Students (Internships, Residencies, Etc.)

Since this is an application for a new facility, there are no transfer agreements in
place, no working relationships with existing health care providers, and there is no
current participation in the training of students through internships, residencies, and
other such programs, but the Applicant reports that it has plans to have transfer
agreements with local area hospitals such as Wellmont Holston Medical Center in
Kingsport and the parent company has a history of working with all agencies and
other providers to provide a "collaborative process to analyze and reduce barriers to
access and service delivery". In Supplemental #1, the Applicant reports that it
intends to have a working relationship with the area mobile crisis teams such as
those at Frontier Health, but notes that in a meeting in October 2013 members of
Frontier Health indicated that there is not a problem getting patients placed. The
Applicant points out that at that time, Washington County was included in the
proposed service area, and has since been excluded from the proposed service
area, and that members of Frontier Health also indicated that if the project were
completed and quality clinical programming would be provided, Frontier Health
would work with the Applicant. The Applicant reports that it plans to participate in
the training of students and is open to collaborating with area nursing schools and
other healthcare training and education providers.
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April 7, 2014

Melanie Hill

Executive Director

Tennessee Health Services & Development Agency
Andrew Jackson Building

502 Deaderick Street, 9 Floor

Nashville, TN 37243

RE: SBH-Kingsport LLC (CN1312-050)
Dear Ms. Hill:

As the Chief Executive Officer of Village Behavioral Health, | am writing to express our
opposition to the certificate of need application of SBH-Kingsport LLC, which seeks approval of
2 new mental health hospital with 72 psychiatric beds, including 28 beds dedicated to child and
adolescent patients. The application does not satisfy the Agency’s requirements relating to
need or the orderly development of healthcare in the proposed service area. We also have
concerns about the economic viability of the proposed project. Representative of our
organization will attend the Agency'’s April 23" meeting during the consideration of this
application in order to express our opposition in further detail.

Thank you for your attention in this matter. please do not hesitate to contact me if you
have any questions about the foregoing or require anything further. Direct office line:
(865)970-1828.

Sincerely,
JayZeach
CEO
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June 12,2014

Ms. Melanie M. Hill, Executive Director
State of Tennessee

Health Services and Development Agency
Andrew Jackson Building, Ninth Floor
502 Deaderick Street

Nashville, TN 37243

RE: SBH-Kingsport, LLC — CON for 72-Bed Freestanding Psychiatric
Hospital (CN1312-050)

Dear Ms. Hill:

Peninsula Hospital is a 155-bed nonprofit psychiatric hospital located in
Louisville, Tennessee (Blount County) that is operated as a satellite division of
Parkwest Medical Center and is a member of Covenant Health.

We are submitting this letter to express concerns regarding the effect that the
project referenced above will have upon existing inpatient psychiatric facilities
that care for TennCare and uninsured patients in East Tennessee.

The State's mental health facility for East Tennessee, Lakeshore Mental Health
Institute, closed in 2012. Existing providers were asked to fill a significant gap
created by the closing of Lakeshore's psychiatric hospital and related services.
The hospitals that have been principally responsible for filling this gap are
Peninsula Hospital near Knoxville and Woodridge Psychiatric Hospital in
Johnson City. Both Peninsula and Woodridge care for uninsured patients
pursuant to a grant from the State. Reimbursement for services under the grant
is very challenging, but Peninsula and Woodridge have committed to serve the
uninsured patients because there is a compelling community need to do so.

The establishment of a new psychiatric hospital in Kingsport, in close proximity
to Woodridge, would threaten Woodridge’s viability or, at the very least,
compromise its ability to continue providing essential services to the State.
Either situation could create significant adverse consequences to Peninsula and
more importantly to the uninsured psychiatric patients throughout East
Tennessee.
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We request that you take into account such concerns in making your

regarding the application.

Sincerely,

; -~

Rick Lassiter,
President/Chief Administrative Office



» Peace’of Mind Therapy Services
—— Jonathan Hartsell, LCSW

Melanie Hill

Executive Director

Tennessee Health Services and Development Agency
Andrew Jackson Building, 9" Floor

502 Deaderick Street

Nashville, TN 37243

RE:  CN1312-050 — SBH-Kingsport, LLC

Dear Ms. Hill:

| am writing in reference to SBH-Kingsport’s application for a psychiatric hospital in Kingsport, TN. | have
had the privilege of working in the mental health field for the past 13 years. Most recently, | have serve as a
Licensed Clinical Social Worker in a private practice in Johnson City, Tennessee. | work with clients from all over the
Northeast Tennessee region (including Kingsport) and Southwest Virginia. | do rely on the local network of acute
care settings when my clients experience a crisis that is unable to be safely managed outside of the hospital
setting. In addition to Woodridge, there are additional private psychiatric units in the area. In the Sullivan county
are there are already two psychiatric units who remain at or below 50 percent capacity, yet | have been
unsuccessful in placing any clients there in the 13 years | have worked in the community. Woodridge Psychiatric
Hospital has been the only facility in this region that consistently accepts and addresses the needs of my clients,
regardless of payor source.

There is no need for an additional psychiatric facility in upper East Tennessee. | have no difficulty getting
patients served, including adult, geriatric-psychiatric, and substance abuse patients. The existing facilities in the
area provide good care for my patients. In my opinion, there is not a lack of inpatient psychiatric beds in this area.
The need for our community lies in having options to treat clients in a less acute setting if it is clinically safe for that
client. Clients in this area would be served much more fully by initiating a true psychiatric emergency room capable
of providing intermediate crisis interventions rather than yet another inpatient psychiatric facility. Yet another
example of Woodridge and the other psychiatric units sufficiently meeting the areas needs is the fact a psychiatric
hospital in Kingsport has already been closed and converted into a long-term care nursing facility. If a facility has
already had to close in this region, it would stand to reason another facility would also likely have a difficult time

remaining feasible.
Thank you for your attention to this letter.
Sincerely,

/} /)MYZJ‘“) M&:Z:(Z/ A C’J(x)

%nathan Hartsell, LCSW

207 Boone Street, Suite 27 Johnson City, TN 37604 (423)-444-3677



May 14, 2014

Members of the Health Services

and Development Agency
c¢/o Melanie M. Hill, Executive Director
Andrew Jackson Building, 9" Floor
502 Deaderick Street
Nashville, TN 37243

RE: CN1312-050 ~ SBH-Kingsport, LI.C

Dear Agency Members:

I'am a physician residing in Johnson City, Tennessee, board certified in psychiatry
and internal medicine. | have been providing psychiatric services to patients in the Tri-
Cities region for almost 20 years. | am currently a staff psychiatrist at Woodridge
Psychiatric Hospital and at Frontier Health, a community mental health organization
that operates extensive outpatient and residential facilities, as well as the mobile crises
response team for the region.

| am opposed to the plan by SBH-Kingsport, LLC, to establish a new psychiatric
hospital in Kingsport. The SBH proposal will not provide resources that are not already
available. This unneeded facility would destabilize the mental health delivery system for
the region, and adversely affect my patients,

Thank you for this opportunity to comment.

Very truly yours,

Hetal K. Brakimbhatt, M.D.
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April 2, 2014

Melanie M. Hill

Executive Director

Tennessee Health Services and
Development Agency

Andrew Jackson Building, 9" Floor
502 Deaderick Street

Nashville, TN 37243

RE: SBH-Kingsport, LLC, CN1312-050
Dear Ms. Hill:

This letter is submitted on behalf of Woodridge Psychiatric Hospital (“Woodridge”) in
opposition to the application filed by SBH-Kingsport, LLC (“SBH”).

By way of background, Woodridge is an 84-bed psychiatric hospital operated as a
satellite facility of Johnson City Medical Center. Johnson City Medical Center and Woodridge
are part of Mountain States Health Alliance, a nonprofit health system headquartered in J ohnson
City, serving the residents of northeast Tennessee, southwest Virginia and western North
Carolina. Woodridge provides inpatient psychiatric care to patients in the region, including a
significant number of TennCare/ Medicaid and indigent patients.

Woodridge’s service area includes the counties that SBH proposes to serve in its facility.
The application filed by SBH does not establish a need for additional inpatient psychiatric beds
in the area. A new, unneeded facility will be undermine the ability of existing providers to
sustain their nonprofit missions of serving all who need care regardless of resources.

Representatives of Woodridge will be present at the Agency’s meeting on April 23, 2014,
to explain in more detail how the project fails to satisfy the criteria for approval. Thank you for
your attention to this letter.

Very truly yours,

Khu Vel

Dru Malcolm, DNP, MSN, RN, NEA_BC
Assistant Administrator/CNO at Woodridge Hospital

cc: Mr. Mlke Gafoné

Mountain States Health Alliance | Bringing Loving Care to Health Care | WWW.MSHA.coM



Tennessee Health Services and Development Agency
502 Deaderick Street
Nashville, TN 37243

To Whom It May Concern,

Established in 1972 and serving the community in the mental health and social services realm
since that time Camelot Care Centers, Inc. has observed an East Tennessee community need for
site to care for consumers needing acute stay treatment. Due to this need Camelot is compelled

to offer

Sincere
L

the agency’s endorsement of the SBH Facility proposal.

Our consumers often travel out of region when faced with an acute care stay.

Waiting lists at other area facilities and delay treatment in a timely manner.

Emergency rooms at Medical/Surgical hospitals often bear the brunt of hosting
consumers needing treatment.

Mentally ill people in county jails and prisons should be treated by mental health
professionals and not left to bounce around the penal system untreated.

The entire mental health system is stressed after the closure of Indian Path Pavilion and
Lakeshore Mental Health Institute.

Our community hospital system provides excellent care, but there is still a large and
growing need for psychiatric services in Kingsport.

Large portions of the population must travel outside of the area in order to receive needed
mental health care.

SBH will use a tailored approach for specitic populations - child & adolescent, adult and
geriatric -- and will provide high quality mental health care regardless of ability to pay.
SBH's facilities will provide new jobs and new investment in the Kingsport area
approximately $12 million direct, along with up to 250 new, high-paying jobs

It is cheaper for the State to have mental health care provided in free-standing mental
health centers than in psychiatric units of medical/surgical hospitals because Medicaid
reimbursement is significantly less.

ly,

Lol )

Chris'}

5 iy — { o :
each, MA

Chief Operating Officer
2971 Fort Henry Drive
Kingsport, TN 37664



City of Church Hill b
Department of Public Safety

MARK JOHNSON
Public Safety Director
& Police Chief

20 May 2014

Tennessee Health Services and Development Agency
502 Deaderick Street
Nashville, TN 37243

I write in favor of allowing Strategic Behavioral Health, LLC (and any other
legitimate company) build, staff, and operate a mental health facility in or around the Tri-
Cities area here in northeast Tennessee. For years, police contact with emotionally
disturbed persons (EDPs) has increased while the emergency and long-term options have
continued to decrease. Ithank you for your consideration of this matter.

Sincerely,

27

Mark Johnson
Police Chief
Church Hill, TN 37642

P.O. Box 366 ¢ Church Hill, Tennessee, USA ¢ 37642-0366
Dispatch: 423.357.7181 e Administration: 423.357.3487 e Facsimile: 423.357.8403 e Electronic Mail: mjohnson@churchhilltn.gov



May 30, 2014

Tennessee Health Services and Development Agency
502 Deaderick Street
Nashville, Tennessee 37243

To whom it may concern,

It has been brought to my attention that Strategic Behavioral Health (SBH) is interested in
building a new mental health facility in Upper East Tennessee. | would just like to thank SBH for
their interest in helping the patients in our region. My daughter will be one to benefit from this
new facility. The need is great here. My daughter has been sent home three different times
from our local hospital’'s emergency room when there was not a bed available in our local
mental health hospital. (Once in 2011 and twice in 2013) Two of these times she had been sent
to the hospital straight from her doctor’s office under the advisement of her psychiatrist. She
was very sick all three times. We were told during part of her treatment at our local hospital
last summer that she might have to be moved to Chattanooga, a three hour commute, where
she would have to stay as a resident as part of a more extensive treatment plan. When she was
denied a bed last fall, she was finally admitted to a hospital in Knoxville. We drove to Knoxville
every day for several weeks, a two hour commute from our home, to see her and help with her
recovery.

My daughter is doing well right now, but | know medications will only work until a tolerance is
built up for them. She will be sick again one day. The new SBH facility would enable us to get
our daughter the critical help and safety she needs the next time she is in crisis, right here, in
our region, where we can be with her and be a part of her recovery. | truly appreciate SBH’s
efforts to bring much needed inpatient mental health resources to our community!

Sincerely,

Callie H. Faircloth



Cognitive Behavioral
< Specialists of the Tri-Cities
Teach-ing the ABC's of Healthy Choice)

2758 E Center St,, Kingsport, TN 37664 423-245-5608

January 14, 2014

Tennessee Health Services and Development Agency
502 Deaderick Street
Nashville, Tn 37243

To Whom It May Concern,

I am provider of mental health services in an outpatient private practice setting in Kingsport Tn. 1am
writing this letter to express my deep concern related to the serious lack of higher level of care options for
mental health clients.

As it stands now any client in a psychiatric crisis has very few options, all of which are problematic.
They must go to the emergency room to be evaluated and cleared before being approved to transfer to
Woodridge. This is a problem for many of my clients that do not want to go through the emergency room
and incur additional and unnecessary medical bills, clients that are concerned about sitting in the
emergency room with flu and other contagious illness, as well as for clients that are not emotionally stable
to sit the long hours to be cleared. Many of my psychiatric clients refuse to go to Woodridge because
they have gone in the past and been traumatized by patients who were in the unit for detox/ substance
abuse purposes. Woodridge is limited in the number of beds available and often must send critical
overflow to either Knoxville or Nashville. This is extremely difficult for clients who are already in crisis.
1 have had suicidal clients that required involuntary commitment who were forced to ride in the back of a
police car to Nashville. This experience was extremely traumatic and has resulted in additional
psychiatric issues for that client as well as a fear of future hospitalizations. The only alternative to
Woodridge currently is a 72 hour facility that patients can be placed in for safety; however, that does not
provide any therapy or skills to help them cope when they return home.

The need for children and adolescents is even far greater. These children are being transported up to 9
hours away to receive psychiatric treatment. It is impossible for families to be involved in the treatment
process from that far away. This can cause greater psychiatric stress and trauma to already fragile
children. (s exiresicly difficw!t (o 6.ave continzity of care between providers in Knoxville, Nashville and
Memphis and those providers who will be following up with these patients when they return home. This
can often result in unnecessary and sometimes abrupt medication changes with local physicians who are
taking over when the patients are discharged. This can cause the client another crisis for which the only
treatment options are listed above.

I believe strongly that it is in the best interest of my clients and of our local community to grant
the CON and expand the options for mental health treatment in our community. Please contact
me for any additional information at 423-245-5608.

Sincerely,

Cheri L. Baird, LCSW/CCBT




Cognitive Behavioral o
< Specialists of the Tri-Cities =

Teaching the ABC’s of Healthy ChAoice)

2758 E Center St., _Kingsport, TN 37664 423-245-5608

January 15, 2014

Tennessee Health Services and Development Agency
502 Deaderick Street
Nashville, TN 37243

To Whom It May Concern:

As a licensed professional counselor, I would like to offer my support for the proposal by
Strategic Behavioral Health, LLC to construct a new behavioral health hospital in Kingsport,
Tennessee. I am currently in private practice and see a need for such a facility since the closure
of Indian Path Pavilion in 2009 and the more recent closure of Lakeshore in Knoxville. This has
left our community in need of inpatient care and only one facility to provide those services.

I was employed at Indian Path Pavilion from 2000-2009 as a counselor and worked in various
programs during my tenure. The closing of the facility had nothing to do with a decreased need
from the community but more so because of poor management. Many patients now must either
seek treatment at Woodridge Hospital in Johnson City or go to Knoxville and beyond to get the
care they need. Most patients and clinicians in the area do not believe Woodridge offers the
quality of care they desire, now that Woodridge is owned by Mountain States Health Alliance
(MSHA). Potential patients for Woodridge are required to go to a local emergency department
for screening prior to admission, placing an unnecessary burden on those seeking treatment. This
alone keeps many people needing inpatient treatment from following through. Since MSHA is a
medical organization, psychiatric care is only a fraction of their services and does not receive the
resources it needs.

My understanding of the proposed hospital is that Strategic Behavioral Health, LLC will fill a
niche in our community by offering underserved populations services they need, in our area
rather than requiring travel to other areas of the state. This is especially important for substance
abuse and treatment of children and adolescents so that family may be involved.

In conclusion, I strongly support the certificate of need for a new psychiatric hospital in
Kingsport, Tennessee.

Sincerely,

HipldSovaid, Fe(mitse

Harold Leonard, LPC/MHSP, CCBT



Cognitive Behavioral o
- Specialists of the Tri-Cities &
Teaching the ABC's of Healthy Chglge‘s)

2758 E Center St.,_ Kingsport, TN 37664 423-245-5608

January 15, 2014

Tennessee Health Services
and Development Agency
502 Deaderick Street
Nashville, TN. 37243

To Whom It May Concern:

My names is Kristy Beach-Callebs and I am a Licensed Professional Counselor in private
practice in Kingsport, Tennessee. I am writing to voice my support of expanding access to
mental health services in this area.

The mental health system suffered two significant blows in recent years with the closure
of Indian Path Pavilion and Lakeshore Mental Health Institute. These closures left a void in the
Tri-Cities area for much needed psychiatric services, and this void has continued to grow.
Clients have turned to local emergency rooms for psychiatric assessments and care that clearly
need to be addressed in a facility intended for that purpose. Clients have needed to travel outside
of their community for inpatient treatment as well as intensive outpatient services. This has
especially been difficult for our adolescent population.

While some services are being provided at Woodridge Psychiatric Hospital in Johnson
City, Tennessee, the distance and travel involved for clients attending an Intensive Outpatient
Program create additional hardships emotionally and financially at a time when they are already
under tremendous stress. As a clinician, I am constantly urging clients to increase their support
system. A strong healthy support network can be the difference between recovery and relapse,
and this network needs to include community resources as well as family and friends. The Tri-

Cities area is in desperate need of psychiatric services and resources at a community level. This
would help clients, and the professionals who seek to help them.
Thank you for your time and attention to this matter.

Sincerely,

Cheri L. Baird, LCSW CCBT Kristy Beach-Callebs, LPC/MHSP CCBT
Licensed Clinical Social Warker Licensed Professional Counselor

Harold Leonard, NCC, LPC/MHSP
Licensed Professional Counselor



STATE OF TENNESSEE
DEPARTMENT OF CHILDREN’S SERVICES
2557 Plymouth Road

Johnson City, TN 37601
January 28, 2014

Tennessee Health Services and Development Agency
502 Deaderick Street
Nashville, TN 37243

To Whom It May Concern:

My name is Lucretia Sanders and I am the Regional Administrator for the
Northeast Department of Children’s Services. I am writing to voice my
support of expanding access to mental health services in this area.

Our primary focus is the health, safety, and well-being of children and
families. Often these children and families have significant mental health
needs that impact successful reunification back into their home.
Additionally, it may impact them staying in their home. One of the
significant barriers identified has been waiting lists, transportation needs,
and available resources.

Our current mental health facility strives diligently to meet the needs, but
the distance to drive to Johnson City for families creates emotional and
financial hardships at a time when they are under stress already. Since we
cover an eight county region, a large portion of our population has to travel
outside of their home county to receive the needed mental health care.

Any additional services that can come to our area would greatly enhance the
area and meet the needs of children and families we serve.

L dcerel r
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Mayor -
Frances Pérry
Vice May01
Allan “(fe{ton” Roberts

Town of Gate City

156 E. JACKSON ST.

GATE CITY, VA 24251

276-386-3831 OFFICE

276-386-7789 FAX Council Melﬁbels
Roger Casaell

' m Robin Richards
Town Manager — Greg Jones ATE ]TY
townmanager@townofgatecity.com G 1 Wallace W. Ross Jr.

VIRGINIA Walter Salyers

RESOLUTION OF SUPPORT
SBH-KINGSPORT, LLC TO CONSTRUCT A 72 BED PSYCHIATRIC
HOSPITAL IN KINGSPORT, TN.

WHEREAS, SBH-Kingsport, LLC (SBH, LLC) is requesting a Certificate of Need for the
construction, development, and establishment of a 72 bed, 52,260 square foot Psychiatric
Hospital to be located at the end of Executive Park Boulevard in Kingsport, TN; and

WHEREAS, The service area of the proposed Psychiatric Hospital will be Hawkins and Sullivan
County in Tennessee and Wise, Scott, and Lee Countles In Southwest Virginia serving
psychiatric and chemical dependency patients; and

WHEREAS, The closest Psychiatric Hospital is the Woodridge Psychiatric Hospital in Johnson
City, TN which is outside the proposed service area; and

WHEREAS, The Indlan Path Psychiatric Hospital in Kingsport, TN closed in 2009 leaving only
twelve inpatlent psychiatric beds avallable in the proposed five county service area. There
are no other free-standing inpatient Psychiatric Hospitals In the same proposed service area;

and

WHEREAS, Large portions of the population must travel outside the area in order to receive
needed health care; and

WHEREAS, There is a large and growing need for psychiatric health care in the five county
service area.

NOW, THEREFORE, BE IT RESOLVED THAT THE TOWN OF GATE CITY HEREBY:
Requests that the Certificate of Need be approved so that SBH, LCC can help fill the demand

of quality psychiatric care in our service area and provide up 250 new, high paying jobs while
providing lower cost psychlatric health care to the State.

\7/@41/4&‘// 70{ /tg,

Frances Perry — Mayor \

Adopted this 10t day of June, 2014.

Attest:

Kathy Riley - Town Clerk .
Where Mountains & Music Make Memories



HAWKINS COUNTY JUVENILE CQURT

DIRECTOR OF COURT SERVICES

OFFICE MANAGER
Yickie Self Cobb Rio Mayes
YOUTH SERVICES OFFICER SECRETARY
Shirley J. Hilton Amy Greer

DANIEL G. BOYD, JUVENILE JUDGE
June 10, 2014

Tennessee Health.Services and Development Agency
502 Deaderick Street
Nashville, Tennessee 37243

To Whom It May Concern:

I am the Hawkins County Juvenile Judge and have been serving as such since
August, 2011. Prior to taking the bench, much of my law practice was in Juvenile Court dealing
with the various areas and issues affecting families in Hawkins County. Most of the issues
facing these children and their families revolve around mental health and mental health
treatment.

The primary focus of Juvenile Court is the issues facing the children and their
families and coming up with plans to facilitate either the reunification of the family unit or
helping the family unit overcome these issues. Recently, the needs of the families have far
outweighed the resources available to help these children and families.

Many of the facilities used by my court and other courts are many miles from the
children’s homes.. Many times, the children are placed in facilities as far away as Memphis or
Atlanta, Georgia.. A more local facility would greatly help in not only providing services for
these families, but keeping the family unit closer together from a geographical standpoint.
Further, a local facility would lift a great financial burden on families wishing to visit with
persons in the facility. Any additional resources and facilities in our area would greatly help the
children and families in this area.

If you would like to discuss this further, please do not hesitate to contact me and I

would be glad to provide as much insight as possibie:

Boyd

DGB

115 Justice Center Drive, Suite 1207 = Rogersviile, Tennessee 37857 ¢ Telephone (423) 272-2904 » Fax (423) 272-6428



Director of Schools Hawms C@'Ulnty SChOOHS Supervisors

Charlotte M. Britton Dr. Reba Bailey
200 North Depot Street Rosie C. Bailey
School Board Members Rogersville, TN 37857 ,'_._-[ Saran Floyd
Randy Collier, Chairman 423.272.7629  Fax 423.272.2207 i Ta’gmt% (H3'b“50”
Holly Helton, Vice Chairman ' enno
. o ) Angela Jackson
Chris Christian )
Kathy Cradic Nedra Jackson
Bob Larkins Mandy Kenner
Debbie Shedden Wil?i:ﬁqkyshgﬁen
Michael Williams Ellen Shuck
Executive Administrative Assistant Steve Stamgs
Jennifer Winegar Greg Sturgill
Charlotte Webb

June 11, 2014

Tennessee Health Services and Development Agency
502 Deaderick Street
Nashville, TN 37243

To Whom It May Concern,

As Director of Hawkins County Schools, | support Strategic Behavioral Health's goal to develop a new
behavioral health facility in Kingsport, Tennessee. Throughout the school year, we have many students
who are in need of behavioral health services. Unfortunately, due to the closure of Indian Path Pavilion
as well as Lakeshore Mental Health Institute, our students are often required to wait several days before
treatment openings become available in our one remaining behavioral health facility in Northeast
Tennessee. There have been many instances in which students have had to travel as far as Nashville or
Chattanooga to receive treatment due to a lack of availability. This results in an incredible financial and
emotional burden for our families. Receiving treatment at such a distance also makes it difficult for the
student to transition back into school due to less correspondence with our school staff. Ultimately, the
development of a behavioral health facility in Kingsport would increase access to health care for so
many of our students in need.

Thank you so much for your time and consideration.

Sincerely,

L%Wzld& m. mZm

Charlotte M. Britton
Director of Schools
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HAWKINS COLNTY SHERIFF'S OFFICE:"
Justice Center Drive e
Ronnie Lawson Rogersville, Tennessee 37857 (423) 272-4848
Sheriff ' Fax: (423) 272-7019

Emergency: 911

May 21, 2014

Tennessee Health Services and Developement Agency
— 502 Deaderick-Street

Nashville, Tn 37243
To Whom It May Concern,

[ am Lt. James Woods, and serve the Hawkins County Sheriff's Office as supervisor for the Courts/Transportation
Division.

Thave been with the Sheriff's Office for fourteen years. It has come to our attention that Strategic Behavioral Health has
expressed an interest in potentially locating a facility in nearby Sullivan County. Sheriff Lawson and this Office supports
this possible new facility.

This facility will benefit the citizens of Flawkins County, as well as the Sheriff's Office. The Sheriff's Office deals with
mental health patients on a regular basis. These individuals sometimes end up in jail, and this is not the environment best
svited for these people. Since the closure of Lakeshore in Knoxville and Indian Path Pavilion in Kingsport, there have
been a shortage of beds for patients, with patients having to stay in the Hawkins County Emergency Room for long
periods of time.

Hawkins County Sheriff's Office spends many man hours and miles transporting mental health patients to hospitals not in
our general area. This takes a patrol officer away from his duty. A facility in nearby Sullivan County would mean a
shorter trip for the officer, and less time spent in the local emergency room for the patient,

Please consider this request. This would be most helpful to the citizens of Hawkins County, and other counties of upper
East Tennessee.

Sincerely,

(7Q (ee—

Lt. Jaines Woods
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a Superintendent of Schools
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May 14, 2014

Tennessee Health Services and Development Agency
502 Deaderick Street
Nashville, Tennessee 37243

To Whom It May Concern,

It has come to my attention that Strategic Behavioral Health, LLC has expressed an interest in
locating a mental health facility in our community. I believe this type of facility could be
beneficial to our community. Currently students from our system in need of mental health
services frequently must be transported out of our community to receive their needed treatment.
This creates a stress on families because their children are not close to home and it is difficult to
bring the family together to support the child. If the treatment were available in our community,
the mental health provider could stay in close contact with the family and provide the needed
support. Also, with parent permission, the facility could work with school staff to help with the
transition back to school.

We also appreciate the impact this facility could have on economic development. When we
bring more jobs to the area, it provides more local money to help support our community and
education.

Sincerely,

f/c,%fz

Lyle C. Ailshie, Ed.D.
Superintendent

Kingsport City Schools e 400 Clinchfield Street, Suite 200 e Kingsport, Tennessee 37660 » 423-378-2100 o www.k12k.com



v

KINGSPORT POLICE DEPARTMENT

200 Shelby Street, Kingsport, Tennessee 37680
Information: (423) 229-9300 - Fax: (423) 224- 2786
Email: kptpd@ci.kingsport.tn.us =

David Quillin
Chief of Police
(423) 229-9423

Tennessee Health Services and Development Agency
502 Deaderick Street
Nashville, TN 37243

To Whom It May Concern,

My name is David Quillin. | serve as the Chief of Police of the Kingsport Police Department. |
have almost 30 years of local law enforcement experience. It has come to my attention that
Strategic Behavioral Health, LLC has expressed an interest in potentially locating a facility in our
city which would expand access to mental health services for our community.

| believe this type of facility could be beneficial to our community for a variety of reasons:

e There are waiting lists at other facilities and citizens cannot get the care they need in a
timely manner.

e Emergency rooms at hospitals should probably not be the place where mentally ill are
treated.

e The local mental health system has been stressed after the closure of Indian Path
Pavilion and Lakeshore Mental Health Institute.

e Large portions of our population must travel outside of the area in order to receive the
appropriate treatment.

e Our community hospital system provides exceptional care, but, based on my
experience, there is still a growing need for psychiatric services in our immediate area.

| would be happy to answer any questions, should they arise.

Regards,

David Quillin} Chief of Police
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JONESVILLE, VIRGINIA 24263-0348 i
May 28, 2014

Tennessee Health Services and Development Agency
502 Deaderick St.
Nashville, Tn. 37243

To Whom It May Concern:

As an employee of the Lee County Department of Social Services Foster Care Unit, | have been made
aware of the severe level of need for mental health services in my community. My community sits deep in
the hills of the Appalachian Mountains; as beautiful as it is, realistically this area is home to a variety of
vulnerable populations most of whom are isolated from mental health care due to the lack of resources.
This isolation puts my community at risk for not obtaining necessary care and thus constitutes a potential
threat to their health.

As you are aware our local community hospital, Lee Regional, was closed late 2013 leaving my community
in desperate need of services. Through extensive community involvement, it has been broughtto my 4
attention there are waiting lists at most all mental health facilities in the surrounding areas leaving people
without the care they need in a timely manner. Also, those who are fortunate enough to have the means
and provisions to travel must drive several hours outside the area in search of care; whichisnot -
guaranteed.

Strategic Behavioral Health would be a great resource and asset for my community because they provide a
tailored approach for specific populations - child & adolescents, adults & geriatrics — as well as high quality
mental health care regardless of ability to pay. Those who make up my community experiencing mental
health issues deserve an opportunity to have their needs met and deserve to be treated by qualified mental
health professionals within the community or at least within a reasonable distance. Strategic Behavioral
Health is that opportunity.

“It is health that is real wealth and not pieces of gold and silver.” - Gandhi

Resactfully,

elw

Kelie Gambrel
Family Services Specialist




Mark A. Carter
Superintendent

5/27/2014

Tennessee Health Services and Development Agency
502 Deaderick Street
Nashville, TN 37243

To Whom It May Concern:

As the School Psychologist for the Lee County Public Schools, | am writing to express my support for the
psychiatric treatment facility being proposed by Strategic Behavioral Health, LLC and located in
Kingsport, Tennessee. Lee County is a small, rural community in close geographic proximity to
Kingsport; many Lee County residents both work and shop in Kingsport and the surrounding area.

Currently, Lee County children have to travel between 7 -10 hours for inpatient psychiatric care. For
many of these children, this is the first venture out of their immediate community. Families are unable
to travel due to financial, employment, and home complications and are therefore unable to participate
in any treatment planning. Teachers and school staff have no information upon discharge and no
benefit of transition planning. There is no follow-up care.

For the 2013/2014 school year, all children who are known to me to have required inpatient psychiatric
care have been unsuccessful in returning to their school. Only one has been successful in remaining in
their home. There is no doubt in my mind that accessibility of services has a direct impact.

The facility proposed by Strategic Behavioral Health, LLC promises to answer all of these needs. Local
care that is accessible to all concerned parties, transition planning, wrap-around care, and follow
through. These elements have been unavailable to Lee County, Virginia children for quite some time,
and they are sorely needed. Please help us meet the needs of our future leaders.

Sincerely,

Michele T. Gamble, EdS, NCSP

School Psychologist

153 School Board Place * Jonesville, VA 24263 » Telephone (276) 346-2107 « Fax (276) 346- 0307



GARY B. PARSONS

Sheriff

LEE CoUNTY SHERIFF'S DEPARTMENT

P. 0. Box 177
Jonesville, Virginia 24263
276-346-7753

STRATEGIC BEHAVIORAL HEALTH, LLC
8295 Tournament Drive, Suite 201
Memphis, Tennessee 38125

To Whom It May Concern,

As Sheriff of Lee County, | would like to express my support in expanding access to mental and
behavioral health services. There have been concerns that have been brought up during the SBH’s
analysis of the community mental health needs. |1 would like to focus on a couple of my own beliefs and
experiences.

From a monetary stand point for our community it is cheaper for the State to have mental health care
provided in free-standing mental health centers than in psychiatric units of medical and surgical hospital
because Medicaid reimbursement is significantly less. SBH will use a tailored approach for specific
population- child & adolescent, adult and geriatric—and will provide high quality mental health
regardless of ability to pay. SBH will provide new jobs and new investments in the area.

Also from personal experience in law enforcement | believe that mentally ill people in county jails and
prisons should be treated by mental health professionals and not left to bounce around the penal
system untreated.

There are waiting lists at other facilities and people cannot get the care they need in a timely manner.
This is mainly due to our community hospital system, Wellmont is no longer providing care, and the
entire mental health system is stressed after the closure. Large portions of the population must travel
outside of the area in order to receive needed mental health care and is putting a great strain on our
community as a whole.

Sincerely,
| :55 ‘ e

Sheriff Gary B. Parsons/Lee County, VA
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January 29, 2014

Tennessee Health Services and Development Agency
502 Deaderick Street

Nashville, TN 37243

To Whom It May Concern:

| am writing to express my support for Strategic Behavioral Health. After talking to
numerous police agencies and health officials, | am convinced there is a dire need for
this type of facility in Kingsport. The closure of Indian Path Pavilion (Mountain States

Health Alliance) created a shortage of opportunity locally. We also appreciate the jobs
and investment associated with the facility.

e
N
Dennis R. Phillips
Mayor
City of Kingsport
DRP/JF/drm
Tri-Cities Tri-Cities
TN/VA TN/VA
AII nmalica Gibi i;l-lmeﬂca CIti
| \ l City Hall 225 West Center Street  Kingsport, TN 37660-4237 (423) 229-9400 l I l ®

1999 Kingsport — The Best Place To Be



Robin Ann Foreman, PhD(c), MSN, RN

Mental Health Registered Nurse and Nursing Instructor
1037 Heather Road

Bristol, VA 24201

276.591.4560

January 31, 2014

Tennessee Health Services and Development Agency
502 Deaderick Street
Nashville, TN 37243

To Whom it May Concern,

I am Robin Ann Foreman. | am writing as a mental health nurse, a registered nurse, a nursing instructor,
and a private citizen of the Tri-Cities who is in favor of the plans of Strategic Behavioral Health (SBH) to
increase the availability of mental health services in our area by opening a facility in Kingsport,
Tennessee. | am pleased that quality mental health care services are currently available in the Tri-Cities.
| am excited that the proposed SBH facility can positively impact access to mental health care services
for people in both Tennessee and Virginia.

People experiencing mental health illnesses and disorders have difficulty accessing care in both states.
1. As a nurse in a Primary Physician’s office, it has taken me up to six months to secure an appointment
with a psychiatrist for a patient needing a referral. This is not safe or acceptable.

2. Tennessee has suffered the loss of Indian Path Pavilion and Lakeshore Mental Health Institute. This
has decreased the number of patient care beds and increased the wait time for in-patient care.

3. Virginia does not have adequate pediatric or adolescent in-patient care. Patients are forced to travel
long distances for treatment. Finances become a concern. Families in crisis do not need the added
burden of travel and housing issues.

4, Substance abuse facilities have long waiting lists. The facilities in Lebanon and Galax, Virginia, require
the Tri-City residents to travel a great distance to obtain care.

The proposed SBH facility will positively address each of these four mental health patient care needs.
Access to care will be increased. The community will be safer and healthier.

Sincerely,

RO(A\ m?w

Robin Ann Foreman



SCOTT COUNTY :.n
DEPARTMENT OF SOCIAL SERVICES
190 Beech Street, Suite 101 e
Gate City, Virginia 24251
Board Members Interim Director
Joe Horton, Chairperson Luanne McMurray
Brenda Parks, Vice-Chairperson Phone: (276) 386-3631
Beulah Herron Fax: (276) 386-6031
May 21, 2014

Tennessee Health Services and Development Agency
502 Deaderick Street
Nashville, TN 37243

To Whom It May Concern:

My name is Luanne McMurray and | am the Interim Director for Scott County
Department of Social Services in Gate City, Virginia. Scott County, Virginia is located
directly across the state line from Sullivan County, Tennessee, and many of our citizens
are employed in Sullivan County. Scott County has no hospitals, medical or psychiatric,
and many of our needs are served by businesses and professionals in Sullivan County.
| am writing to voice my support of expanded access to mental health services. .

The primary focus of our agency is the health, safety, and well-being of children,
families, and vulnerable adults. Frequently, mental health issues, including substance
abuse, have significantly impacted the safety of children as well as vulnerable adults in
our community. Major barriers in meeting these needs include available resources in
the community, waiting lists, and transportation issues. The distance to current
resources provides great hardship to families in our region and treatment provision
outside the region is less effective without direct family involvement. Discharge
planning is also more difficult when the providers that will be offering follow up care
cannot be directly involved.

The prospect of an inpatient psychiatric hospital to serve children, adolescents, and
adults right here in our back door is exciting. Easy access for patients and their families
would help in the treatment process as well as improve discharge results due to the
availability of close relationships with community partners. This additional facility would
greatly enhance the services we work to provide to the children, families, and adults we
serve daily.

Sincerely,

ua . McMurray \BSW, MA

Interim Director
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SCOTT COUNTY SHERIFF’S GFFICE

W. JOHN PUCKETT, SHERIFF 267 WILLOW STREET, SUITE 102
GATE CITY, VA 24251

TELEPHONE (276) 386-7679

June 2, 2014
To: Tennessee Health Services & Development Agency
502 Deaderick Street

Nashville, TN 37243

From: John Puckett, Sheriff
Scott County Virginia

To whom it may concern,

My name is Sheriff John Puckett, and | am sending this letter in support of expanding access to mental
health services. Some of the reasons for an additional mental health facility are:

e Mentally ill should not be treated in emergency rooms.

e Mentally ill should not be housed in jail.

e Scott County Officers travel @ 150 miles to the nearest mental health facility and return.
e Last year we transported @ 100 mentally ill long distance

e We do not have the employees nor the funds for transporting long distance.

Scott County does not have a hospital nor housing for the mentally ill therefore, another facility is
needed and would be greatly appreciated.

John Puckett,
Scott County VA Sheriff
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May 22,2014

Tennessee Health Services and Development Agency
502 Deaderick Street
Nashville, TN 37243

To Whom It May Concern:

It has come to my attention that Strategic Behavioral Health, LLC has expressed an 1nterest in
locating a mental health facility in our community. I believe this type of facility could be -
beneficial to our community. Currently students from our system in need of mental health
services frequently must be transported out of our community to receive their needed treatment.
This creates a stress on families because their children are not close to home and it is difficult to
bring family together to support the child. If the treatment were available in our community, the
mental health provider could stay in close contact with the family and provide the needed
support. Also, with parent permission, the facility could work with school staff to help with the
transition back to school.

We also appreciate the impact this facility could have on economic development. When we
bring more jobs to the area, it provides more local money to help support our community and
education.

Sincerely,

Aol Jery—

John 1. Ferguson

Division Superintendent
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January 23, 2014

Tennessee Health Services and Development Agency
502 Deaderick Street
Nashville, TN 37243

To Whom It May Concern,

As the Sheriff of Sullivan County, I would like to send this letter in support of expanding
access to mental health services. The following are justification in my reasoning:

e The Sullivan County Correctional Facility houses numerous mental health
patients on any given day. Mentally ill individuals need to receive treatment in a
mental health environment rather than being in jail where personnel are not
mental health professionals. If there were a facility in Sullivan County, perhaps
they could get the treatment needed rather than being incarcerated.

e There are no in- patient mental health facilities located in Sullivan County. In
2013, my agency transported 1,107 individuals outside of the county in patrol
cars. This is very costly to Sullivan County taxpayers. It takes the officers away
from protecting the citizens of the county, fuel costs and the “wear and tear” on
patrol cars. The majority of these individuals do not belong handcuffed in the
back of a patrol car.

Thank you for your time and consideration in this matter.

Sincerely

J. @ayne Anderson

Sullivan County Sheriff

P. 0. BOX 589 (423) 279-7500
BLOUNTVILLE, TENNESSEE 37617 FAX (423) 279-7516




The Journey Center
for Healing Arits

2762 E Center Street, Kingsport, TN 37664  Ph; 423-408-8041  Email: sybilrsmith@gmail.com

1/22/14
Tennessee Health Services and Development Agency
502 Deaderick Street
Nashville, TN 37243

To Whom it May Concern:

Being a therapist in private practice and connected to the Kingsport, TN community for
over a decade, I am voicing my support for expanded mental health services. My name is Sybil
Smith, and 1 hold a state license as LPC-MHSP, national board certification as a music therapist,
as well as the FAMI designation.

In my practice, I work with teens and adults who struggle with anxiety, depression and
eating disorders, specifically as a result of trauma. In most cases, emotional crisis is either the
precipitating factor that brings people to seek treatment, or the crisis comes as a result of dealing
with very traumatic issues in an unsupported environment. In both cases, my hands are tied, in
terms of offering resources to my clients for inpatient treatment, detox, or intensive out patient
therapy. With the closest facility to provide these services being nearly an hour's drive away, it is
a real deterrent for our community members to receive the support and healing that they so
desperately need.

Because of the lack of resources, many of our community members end up in the hospital
system. While we have top-notch hospital care here, neither Wellmont nor Mountain States are
equipped to fully service the mental health needs of my clients. When clients do find resources
outside of our community — often out of state — the continuity of care becomes much more
difficult. Consistency is one of the key factors in healing anxiety, depression, eating disorders
and trauma, Having a facility in our community will help me continue care in a more
manageable and healthy way that benefits my clients.

If you have any other questions, please feel free to contact me; | am happy to support
mental health awareness and resources in our community.

Sincerely,
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Sybil R Smith, LPC-MHSP, MT-BC, FAMI
The Journey Center for Healing Arts
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june 2,2014 Youth viLLAGES.

To whom it may concern: Thebree for families
This letter is written to express support for Strategic Behavioral Health to expand the mental health resources
available to individuals of all ages in this region. I am the program supervisor for the Youth Villages Specialized
Crisis Services team in the Northeast Region of Tennessee. My experiences with the Youth Villages’ Crisis team

over the past 8+ years have left me aware most specifically of the treatment needs for the child/youth population.

Whereas the Youth Villages crisis team advocates strongly for least restrictive recommendations for youth who are
being assessed in crisis, our team still frequently encounters situations where acute hospitalization is necessary
yet youth are unable to access this level of care without going out of region and/or experiencing long delays in
admission. By having to seek acute treatment from providers outside of this region, the quality of care youth
receive is significantly impacted. Admission and subsequently the acute treatment for these youth is always
delayed in these situations due to transportation having to be arranged and completed. Parents are less able/
available to particulate in treatment which consequently has a negative impact on treatment effectiveness and
treatment progress being sustained after discharge. Also, when youth receive care outside of this region, it has
been my experience that continuity of care post-discharge tends to be interrupted as providers outside of this
region are less familiar with the resources and contacts with whom they can collaborate to ensure a smooth
transition to outpatient services of whatever intensity level is needed for the youth upon discharge.

Additionally, the crisis team in our region has encountered situations on a regular basis where youth need acute
treatment yet the 8 private hospitals in Tennessee which provide treatment to children/youth defer admission.
Many times deferrals in these situations result from hospitals in this part of the state (the eastern region) being full
and hospitals in the middle and west regions of the state deferring admission due to distance and the family’s
inability to actively participate in treatment. This results in youth with high treatment needs being left in ERs for
potentially lengthy periods of time while the crisis team advocates with insurance companies and acute facilities to
identify an accepting facility. Having the additional acute beds available in this region as proposed by Strategic
Behavioral Health would alleviate this barrier to accessing treatment.

The proposed location for this facility is also ideal in regard to promoting suicide prevention via increased
accessibility of resources for individuals of all ages in an area of the state with a high suicide rate. Inlooking at
data from 2006-2010, Tennessee’s suicide rate was 17.72 per 100,000. Of the counties in upper east region, five
had rates of completed suicide that were substantially above the rate of the state overall (above 21.8 per 100,000)
to include Johnson, Hancock, Unicoi, Hamblen, and Claiborne Counties. Accessibility to acute and substance abuse
services for individuals in these rural areas are necessary to decrease the suicide rate in this region of the state.

In conclusion, having the services of Strategic Behavioral Health would relieve a burden for many of our parents,
decrease treatment access barriers for youth in need of acute care, increase family involvement in treatment, and
add a provider to our community network that is dedicated to assist underserved populations with evidenced

based programming.
Sincerely,
Kandi Shearer, LPC-MHSP

Sr. Program Supervisor | Youth Villages Specialized Crisis Services

3915 Bristol Highway | Suite 101 | Johnson City, TN 37601 | O: 423.283.6500 | F: 423.283.6550
www.youthvillages.org
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